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Why freight trains get shorter | in winter 
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This prevents proper lubrication and the 
wheels no longer turn the way they should. 


Starting resistance is increased so much 
that locomotives can’t pull a full string of 


cars. And the only thing to do is dr: > car 
out of the train. At zero and belo ~, the 
cut may be as great as 25% — eno zh to 
raise hob with freight deliveries... 


WHEN THE TEMPERATURE GETS DOWN around 
zero,a funny thing happens to freight cars. The 
oil in the journal boxes, depended on to 


keep the wheels turning freely, stiflens up. 


..-itlless they're “Roller Freight”! 


WHEN FREIGHT TRAINS are equipped with 
Timken tapered roller bearings—in place 
of friction bearings—they start smooth as 
silk,summerorwinter! Cold weather does 
not affect Timken bearings. They roll 
the load, reducing starting resistance of 
cars 88% 

With —_— bearings on freight car 
axles, locomotives can pull full- Tength 
trains all year ‘round. * se will get 
faster delivery of goods. Railroads can be 
free from costly cold weather delays due 
to bearings. 

After extensive tests one leading rail- 
road reported officially: “The implica- 
tions are that no matter how low the 
temperature, the resistance of the Timken 
roller bearing cars will be no higher in 
winter than in summer...” Yes, no drastic 
cuts in winter freight tonnage is one big 


NOT JUST A BALL 


) NOT JUST A ROLLER © THE TIMKEN TAPERED ROLLER C— 


reason why “Roller Freight” is the next 
great step in railroading. 

With “Roller Freight’, hot boxes are 
a thing of the past; maintenance is re- 
duced; speed restrictions due to bearings 
are eliminated; and there’s smaller chance 
of damage to lading because 88% less 
starting resistance means velvet-smooth, 
jolt-free starts and stops. 

Timken tapered roller bearings take 
any combination of radial and thrust 
loads. Whether you make freight cars 
or printing presses, airplanes or power 
shovels, be sure the trade-mark**Timken” 
is on every tapered roller bearing you use. 
The Timken Roller Bearing Company, 
Canton 6, Ohio. Cable address: ‘TIM- 
ROSCO”. Tapered Roller Bearings, Alloy 
Steels and Tubing. Removable Rock Bits. 


J 
BEARING TAKES RADIAL ® AND THRUST (1) — 


TIMKEN 
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can speed the nation’s freight 
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You wouldn’t like the Welfare State 


SPENT THIS SUMMER IN ENGLAND. I saw 
the Welfare State at work. You wouldn’t like it. 


You thought the workers (who voted the Welfare 
State in) would get the welfare? No—only the poli- 
ticians. Remember that, just this summer, the Welfare 
State used troops to break a dock-workers’ strike. 


And when the government takes over an industry, 
it becomes an employer, and is just as anxious as any 
employer for a profit. Except that government can 
force a profit, and does so, by requiring speed-ups and 
by cutting wages by the simple process of taking back 
in taxes more and more of what it pays out in wages. 


Under the Welfare State, your real wages go down 
because the cream must first be skimmed to keep a 
horde of bureaucrats in easy, well-paid jobs. 


Without the incentive that hope-of-profit gives, 
people produce less in the Welfaré State, so costs and 
therefore prices are higher. 


Without competition between firms bidding for your 
business, quality is poor —shoddy clothing; drab ap- 
pearance; bad food and not enough of it. (And it would 
be even worse if America—the capitalist, profit- 
system country—didn’t donate billions to keep that 
Welfare State nation alive.) 


Welfare? That’s only for the politicians. 


As for you— work harder .. . and faster . . . pay 
more taxes ... eat less . . . have less. And nothing 
for you nor your children to look forward to. 


No, you wouldn’t like a Welfare State. No self- 
respecting man or woman would. 


SWASEY 
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Cleveland 


YOU CAN MACHINE IT BETTER, FASTER, FOR LESS WITH WARNER & SWASEY TURRET LATHES, AUTOMATICS AND TAPPING MACHINES 








FOUR NEW 





all made with the new LongLac 

sulphate fibers, these papers look whiter, 
feel smoother, are stronger, 

and give you finer printing at lower 


relative cost than ever before! 
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LEVELCOAT PAPERS 


Like a new father, we’re mighty proud to announce 
wr new babies... a balanced line of four great new 


papers, with a choice of weights in each grade! 


You'll be excited, too, when you see their remark- 
able printability, made possible by Kimberly-Clark’s 
development of the new LongLac fibers. These longer, 
stronger fibers provide an exceptionally firm, cohesive 
base sheet with maximum binding quaiities and better 
foldability. This has led to an improved coating for- 
mulation which gives these new Levelcoat papers a uni- 


form, mirror-smooth surface never before achieved. 


With ink trapped and anchored uniformly, each 
halftone dot prints to its precise tone value. With 
uniform pick resistance developed across the entire 
sheet, solids print clearly, smoothly. And with each 
new Levelcoat paper, brilliant colors are reproduced 
at maximum tonal density with a minimum of ink. 

That’s printability at its best ...and that’s why 


new 1950 Levelcoat is your best buy in paper today! 


KIMBERLY-CLARK CORPORATION -« 











New HIFECT — 
—the highest achievement of 77 years of fine papermaking. New Hifect 
has the appearance and printability you expect of higher-priced enamels. 
You'll find permanence, folding endurance and dimensional stability 
make Hifect the ideal choice for covers or any fine letterpress printing. 





—a deluxe paper designed to fill a long-felt need in offset printing. 
Now it’s no longer necessary to pay for costlier enamel offset to 
achieve the finest offset printing. New Lithofect combines a moisture- 
resistant coating to eliminate surface pick, with a strong base sheet. 
Renders rich, solid blacks and glossy colors without loss of density. 


a —— 
New TRUFECT 3 

—improved with the addition of LongLac sulphate fibers to make this 

quality sheet more popular than ever. Now it’s whiter—it’s smoother— 

and folds even better than before. Faster setting time and greater all- 

round press dependability make Trufect a finer, bigger value for 1950. 


New MULTIFECT — 
—the Levelcoat economy sheet designed for volume printing, now 
prints far better with less ink—combines faster setting time with 


smoother performance on the press. LongLac fibers give new Multifect 
added strength, better foldability and ream-on-ream uniformity. 


NEENAH, WISCONSIN 


*T. M. Reg. U.S. Pat. Off. 











News within the News 





ATOMIC ENERGY FOR PEACE—Developments in sight will be far more revolution- 
ary than the atom bomb. That’s the opinion of David Lilienthal, Atomic Energy 
Commission Chairman, expressed in a U.S. News & World Report interview. 
The atom, he says, will mean you'll be healthier, eat better, live longer........ P. 26 


THE VOICE OF RUSSIA: ‘WE DON’T WANT WAR‘—Here, direct from the Kremlin, 
you get the Soviets’ party line, in which the Russian people are told what 
they should know about conditions at home and abroad. This is the full 
text of a speech by G. M. Malenkov, who may succeed Joseph Stalin as dic- 


CROP CEL CUTS 1 


$100 PENSIONS FOR ALL?.......... Pr. e3 
Pension checks of $100 a month, being 
demanded in more and more industries, 
finally are being proposed for everybody 
at 65 with the Government to foot the 
bill. But the cost has been largely over- 
looked. This article shows what $100 
pensions actually could cost you as a tax- 


payer. 


INDUSTRIES BOOM AGAIN.......... P. 16 
Business, headed downward in mid-1949, 
is starting to snap back. Industries that 
felt the slump most are enjoying some- 
thing of a boom, with textiles and paper 
in the lead. Although production dropped 
14.5 per cent over all, sales were down 
less than 5 per cent. Result is that inven- 
tories now are short, demand is strong, 
business is brisk and climbing. 


FARMERS WANT CONTROLG........ P. 18 
Out in the country, farmers are finding 
their crops creating surpluses, their prices 
and incomes slipping. A U.S. News & 
World Report survey finds them worried, 
and also finds that they are more recep- 
tive to Government controls. 


CABINET: POLITICAL TEAM.......... P. 20 
Harry Truman, with an eye toward elec- 
tions ahead, is building a smooth team of 
political specialists within the Administra- 
tion. Careful choice has installed in and 
near the Cabinet seasoned campaigners 
who know how to work with labor, farm- 
ers, businessmen, veterans, the big-city 
machines. 


A GERMAN ARMY? WHY............ P. 22 
Hard-headed military planners, represent- 
ing the 12 Western powers and meeting 
in Paris, are talking about reviving the 
German Army. Leaving political con- 
siderations aside, the appraisal in this 
article tells why military men think a 
Western German Army makes sense. 


LEFTISTS OUT, POLICY STAYS....P. 24 
Elections, which voted out a socialist 
Government in New Zealand, widely ac- 
claimed as a trend to the right, turn out 
to be a voter demand for new faces, not 
new policies. Conservatives, victorious, 
still promise a welfare state, but one run 
more efficiently. 
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People of the Week 
Where Best Markets Will Be 
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We've Been Asked: 
How to Set Up a Pension Plan........58 


News-Lines for Businessmen......../.. Kinet 
Indicators of Business Activity............. .62 
Business Around the World.... 
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COVER: G. M. Malenkov, Member of the 
Soviet Politburo. See People of the Week, 
page 42. (Photo from Sovfoto.) 





The Associated Press is exclusively entitled to the use for republication of the local telegraphic and cable 
news published herein, originated by U. S. News & World Report or obtained from The Associated Press 
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What’s the connection? 


O give you good service, your Bell Tele- 
phone company must have good switch- 
boards, cables, telephones, and literally thou- 
sands of different types of equipment. Each 
must be designed, then manufactured, so that 
all can operate together perfectly in carrying 
your voice quickly and clearly across the street 
or across the nation. 
Do you know Western Electric’s connection 
with all this? For sixty-seven years, we have 





wesrern Electri¢ 


been the manufacturing unit of the Bell Sys- 
tem. This has assured a dependable source of 
good equipment — efficiently and economically 
produced to meet the needs of telephone users. 


e As members of the Bell System, Western Electric 
people who make equipment, Bell research people 
who design it and Bell Telephone company people 
who operate it all work together with one aim: 
Good telephone service for you at the lowest 
possible cost. 





A UNIT OF THE BELL SYSTEM SINCE 1882 
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It pays to 
do business 


in New York 
State! 


New York State wholesalers do 
more business than those of 
any other state—190% more 
business, according to the lat- 
est census, than the next high- 
est state; and 26% of the na- 
tion’s total wholesale business! 
For more facts, N.Y. 
State Dept. of Commerce, Room 


233,112 State St.,Albany 7,N.Y. 


write: 

















For business men 
who need 
banking help 
in 
Washington... 
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Security 


& TRUST COMPANY 
Washington, D.C. 


Daniel W. Bell, President 


Member Federal Deposit Insurance Corporation 
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__. he March of the News 


Warm sun, hot water. President 
Harry Truman worked hard last week at 
the business of enjoying a winter vaca- 
tion. He splashed in the surf off Key 
West, Fla., took brisk walks on the beach 
and looked at an occasional hand of 
poker. But his ease 
wasn’t complete. 
Trouble was brewing 
in the chilly North, 

What was John L. 
Lewis up to? The 
telephone line be- 
tween Key West and 
Washington was kept 
busy as a new dead- 
line for a coal strike 
approached. Said the 
President’s advisers: 
“He is watching devel- 
opments.” Day after 
day, while the Presi- 
dent played, Mr. Lewis by his silence 
inched the Administration toward a spot 
it would rather avoid—a decision whether 
and when to crack down on a coal strike 
as a national emergency. 

The strike deadline came with no pub- 
lic word from Lewis. At midnight, the 
miners hung up their lamps. Another 
coal strike was on. Next day, Mr. Tru- 
man went for his usual stroll, but there 
existed an air of tension at the “Little 
White House.” Then, at midmorning, 
Mr. Lewis called off the strike. 

Harry Truman donned his 
swimming trunks and headed 
for the beach. For members of 
his staff, the week-old vacation 
was carefree at last. 


War and peace. That bomb 
was back in the news again. 
U.S. officials were talking 
about peacetime uses of atomic 
energy. Already atoms were 
being used to trace disease, to 
study plant growth and in 
other ways to better the lot of 
mankind. The Russians were 
talking about harnessing atoms 
for engineering. 

Then, in matter-of-fact lan- 
guage, Washington announced 
plans for another test of atomic bombs. 
They will be set off on lonely Eniwetok 
Atoll, far out in the Pacific. Nobody 
would say how or when. 

Did this mean a bigger, more destruc- 
tive bomb, as one U.S. Senator sug- 
gested? Officials declined to discuss the 
subject, “for reasons of national security.” 

The setup this time was far different 
from the first A-bomb test at Bikini. Then, 
observers from other nations including 
Russia were on hand to witness the 
terrible blast. This time, the new atomic 
weapons will go into action only before 





THE TRUMANS 
. . they splashed 


Black Star 


JOHN LEWIS 
. .. he ducked 





the eyes of Army, Navy and Air Force 
personnel—the men who run the U.S 
military machine. 


Air safety. It was a season of spectae. 
ular, deadly air crashes. In the news o 
sudden death one sig. 
nificant fact was 4jj 
but overlooked: 1949 
probably would set ; 
new U.S. record fo, 
air safety. 

By last week 9 
persons had lost thei 
lives. But safety rates 
are based on lives lost 
for each 100 million 
miles of passenger 
flights. This year 
7,152,000,000 passer. 
ger-miles will be 
flown. As things stood, 
the number of deaths in relation to the 
number of passengers and miles traveled 
was the lowest in the history of U.S. 
commercial aviation. 





-Acme 


Buried treasure. One of the most 
sought-after junk heaps in America be- 
gan piling up in Washington last week. 
It consisted of trash from the White 
House, now being renovated—old nails, 
splinters, bits of plaster that would be 
rare finds for souvenir hunters. 

Such things as doors, man- 
tels and old bricks have been 
no problem to the _ people 
charged with renovating the 
mansion. They will be reused 
in the building. Other scrap, 
not fit for use, will find its way 
to museums, city halls, schools 
and other public buildings as 
historic relics. 

But that still leaves the junk. 
What to do with it was decided 
last week, only a few days be- 
fore workmen started the ac- 
tual job of repairing the White 
House. The trash will be 
buried. That, officials decided, 
should keep it out of the hands 
of speculators and souvenir 
hunters. 

It will be a much-changed White 
House that President and Mrs. Truman 
mvve into late in 1951, even though it 
will look the same on the outside. For 
one thing, the house will have 77 rooms 
instead of the present 69, and there will 
be two basements where none exists 
today. To presidential families, the big- 
gest improvement will be the addition of 
guest rooms. No longer will it be neces- 
sary for the first family to double up, like 
many another American family, to make 
room in the house for distinguished 
guests. 


U. S. NEWS & WORLD REPORT 
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NEW MODELS...NEW VALUES ! 


See the new line of PI LDL) (3 fe dob Rated Trucks 


Compare Dodge low prices with competition 


We PANELS... 155 cu. 


55 inches high iside; 63% 
inches wide inside; 923% inches 
long (to back of driver’s seat); 
11 ft., 44% in. long from cowl 
to rear door. 


{. 
2. 


&) 
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Be sure to see the new line of Dodge “‘Job-Rated” 
trucks. 
Check the many new features and advantages of 


these new trucks. ... See why they are today’s 
biggest truck values. 







ft. of usable space! 


New Steering Column Gearshift: Gives you real 
handling ease. Safe, fast, flexible operation. 


New Synchro-Shift Transmissions: Smooth, silent, 
easy to shift. Get behind the wheel . . . feel the 
difference. It’s a ‘truck’ transmission—built for 
rugged truck service. 


Bigger Load Space: Think of it: A %-ton Pick-up 
with 44 cu. ft. of load space! And—¥%-ton Panels with 
155 cu. ft. of load space! Save trips; save money! 


Top Performance with Economy: 96-horsepower 
L-head engine. Famous for dependability and low- 
cost operation. 


“‘Pilot-House” Cabs: Rear-quarter windows and big 
890 sq. in. windshield give safe all-’round vision. 
Vent wings provide controlled ventilation. You ride 
in deep-cushioned comfort on a big 57-inch seat. 


Dodge “Job-Rated” trucks are priced with the 
lowest. But remember! It’s what you get for what 
you pay that counts. 


Read below what you get when you buy new 
Dodge 2-ton Pick-ups or Panels. 


ME PICK-UPS .. . %4-ton, %- 

ton and 1-ton; four body 
sizes—31 cu. ft., 44 cu. ft., 56 
cu. ft., and 68 cu. ft. Gross vehicle 
weights ranging from 4,250 Ibs. 
up to 8,000 Ibs. 






re) Rugged Truck-type Clutch: It’s the riction area of a 
® clutch that counts! Dodge clutch area is over 100 
square inches. Compare this with competition. 


Short Turning Diameters: Only 38 feet for right or 
® left curns! Compare this great advantage with com- 
petition, too. 


* >K * 


See your Dodge dealer now. The above facts are only 
part of the story. Let him show you a// the NEW Dodge 
advantages... including features that give you lowest 
operating cost. 

He'll give you a good deal—not only on a ¥2-ton, but 
on any one of more than 350 Dodge chassis and body 
models. 

Low down payments. Low monthly payments. Liberal 
allowance for your used truck. 


For the good of your business... 


Switch to DODGE dob-Rated TRUCKS 












Photo of Mitchell Station, West Penn Power Co., Pittsburgh, Pa. 

















Remember back when the brawniest men in town were Modernizing America’s bituminous coal 
the fellows who stoked the powerhouse boilers? Well, today mines means replacing “pick and shovel 


mining with machines. Today more than 91% 
they wear uniforms or business clothes, and sit quietly alert, 8 , 


of production is mechanically cut and 64% is 


like the men shown above. For from the control panels around mechanically loaded. And among many new 
them, they not only operate the turbines providing a city with _ preparation plants now under construction is 
light and power , they also feed giant furnaces with powdered one designed to wash and grade coal for spe- 


cific uses at a record rate of 2,000 tons an hour. 


coal—at the twist of a wrist. 
Largely as a result of modernization by 


ay i ‘ r> Lan Te°¢ vet “< »9t] ‘ ‘ ve 53 . 
Today, in many factories, central heating plants and huge progressive management, the American 
electric generating stations throughout the country, specially miner’s average daily output is five times 
prepared coals are helping to deliver more heat and more greater than that of the British miner and his 


take-home pay is higher than that paid by 


kilowatt-hours per ton. Indeed, mine operators have built ; 
any other major American industry. 


million-dollar preparation plants, where coal is washed, 
graded, blended and treated to meet the requirements of 


every type of combustion equipment. 
y ty} 20AL 


In modern equipment, coal is making possible the gen- 


eration of as much as 750,000 Ibs. of steam per hour from a BITUMINOUS COAL INSTITUTE 
single boiler. No wonder coal is now being used to generate A DEPARTMENT OF NATIONAL COAL ASSOCIATION 
almost two-thirds of America’s electric power. WASHINGTON, D. C. 


BITUMINOUS COAL...LIGHTS THE WAY...FUELS THE FIRES...POWERS THE PROGRESS OF AMERICA 
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Coal strike, full scale, is unlikely to resume again. Steel strike is 
improbable for 1950. Automobile strikes are not now in sight. 

Big strikes, unless in coal, are a diminishing prospect for 1950. 

Strikes, in an election year, can be bad political medicine. Leaders of 
labor who like to play politics will be more inclined next year to show their 
power at the ballot boxes rather than on the picket lines. 














Big-time labor leaders didn't do so well with their 1949 strikes, either. 

John Lewis has nothing yet to show for his intermittent strikes and slow- 
downs. His pension fund is broke. Miner income is cut badly. But Mr. Lewis has 
demonstrated that he can shut down the country if he feels like it. 

Philip Murray, in steel, got less after a long strike than he could have 
had before a strike. Mr. Murray, though, showed he could be tough, too. 

Walter Reuther, in autos, got as much without striking as Murray did with a 
Strike that cut sharply into worker incomes. Reuther didn't do so badly. 

Big-time labor leaders get satisfaction out of a show of their power. 
Strikes in basic industries give leaders in labor a chance to demonstrate their 
power to the whole country, not just to a few employers. Workers, however, get 
tired of striking after a while, if there isn't much to show in return. The 1949 
pickings have been slim. Pickings in 1950 probably would be slimmer. 








Wages, not pensions, will come back as the major labor issue. Pensions, 
in many big contracts, are being closed for 5 years as an issue unions can open. 
Worker reaction to strikes over pensions hasn't been good. 

Guaranteed annual wage will begin to be talked about as an issue. A show- 
down on this issue, in most industries, is a long way off, however. 

Same pay for less work is a coming issue. Idea will be to spread jobs. 
Fringe issues, vacations, severance pay, Sick leave, will continue to be talked 
about and bargained over, but will not, as a rule, serve as strike issues. 

Wage rates, hourly, are the things workers still understand best. 














Business, good now in most lines, is likely to stay good through 1950. 

In first half, there is wide agreement that things will be good. 

Around midyear, some slowing is sure, due to vacations. 

In second half, there is some uncertainty, some argument. Odds are that 
second half will be good, as well, with industry at its year's high in the last 
quarter, not in the first quarter as many now expect. 

Cycle turns upward, once started, tend to unfold and release new forces for 
expansion just as cycle turns downward tend to contract, progressively. Turn 
now under way is upward, gradually. Dominant characteristic of 1950 very 
probably is to be one of stability, but with the undertone firm. 











Things to bear in mind in looking ahead are these: 

Personal incomes will break records in first half of 1950. Prices are to be 
Steady, not rising much, if any. Interest rates will remain low. Money will 
not be tightened by direct Government action. Credit will remain easy. 
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NEWSGRAM=-TOMORROW-=- (Continued) 


Construction is going to be active again. Tax prospects are to be favorable for 
spending and for investment. Population will go on rising strongly. All these 
factors point to a sustained high level of business activity in 1950. 

There really is nothing immediately in sight to trip up prosperity. 

Farm income is lower, but not dangerously so. Business spending remains 
cautious, hesitant, but is more likely to rise than decline from here. Money 
policies of Government are not to be reversed suddenly to push deflation. 

Danger point will come when people are loaded up with cars, houses; when 
Government cuts its spending sharply, as sometime it may. But that isn't 1950. 














Spending by Government, budget problems, taxes will be big and growing 
issues in year ahead. Spending issue is starting to spark political fire. 

Big spending, even so, is to go on. Once started, it is hard to stop. 
Budget balance is not to come in this year ending June 30. It will not 
come, either, in the year after that unless Congress stages a revolution in ideas. 

Outgo this year is to be around 43 billions; income, around 38 billions; 
deficit, probably 5 billions. Spending, though, may uot go quite that high. 

Outgo next year, starting July 1, is likely to be around 41 billions or a 
little more; income, around 38 billions; deficit, 3 billions or a little more. 

But: There are two factors that will be offered to soothe the feeling of 
the public about deficits: (1) There probably will be a balanced cash budget in 
the year starting next July 1; (2) there will be 3 or 4 billions of loans in the 
budget that are classed as current expenditures and, if treated as loans, would 
turn a budget deficit into what could look like a budget balance. 

The Government's accounting system is very conservative. Congress, in a 
mood to spend, can find reasons to decide that finances aren't really as bad as 
they might look. White House will not discourage this tendency. 











To look at the principal items in a budget for year starting next July: 

Military spending will rise because of Spending of money already appro- 
priated. Foreign aid may be cut 1.5 billions at most. Public works, however, 
will rise to offset part of that cost, because of spending of money appropriated. 
Veterans will get a little less if special pensions aren't voted. Farm subsidies 
are to be somewhat higher. Interest costs will be up Somewhat, too. 

It's in those fields that big cuts must come. Maybe Congress can trim 1.5 
billions, or possibly 2 billions, out of a 42-billion-dollar budget. 

















Credit terms for building middle-priced homes will probably be better for 
the builder before midyear. Mortgage credit is to get Congress's attention. 

Direct loans to housing co-operatives remain improbable. Mortgage loans 
direct from Government to veterans are unlikely, too. Loan guarantees are to be 
liberalized, though, to encourage three and four-bedroom houses. 

Apartment building in some areas is overdone. Apartment boom, even so, 
keeps up so that older buildings may feel a Squeeze before very long. 

Rent _ control, if extended, will be watered down again. Rents, edging up, 
aren't running away on the upside even where controls have ended. 

Public housing will expand in 1950. Boom in residential construction, if 
credit is eased again, is likely to carry through 1950, at least. If private 
building tends to slow a little, public building is to rise, offsetting. 





























War isn't going to be started by U.S. over China. War isn't to be touched 
off, either, by Russia over Yugoslavia. War talk, drummed up again in some 
places, doesn't have any substance back of it. 

Communist China, sometime in 1950, probably will be recognized by U.S. 

Formosa, off China's coast, might later be occupied by U.S., if the U.N. 
should approve that move as a means of keeping this strategic island out of the 
hands of Communist China, and, indirectly, of Russia. 

U.S. officials are bewildered, tangled up, over China policy. 
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He’s a business man whose principal 


It wouldn’t be Christmas for her folks if 
business right now is to be home in time 


they didn’t see their grandchildren. For- Christmas with her only daughter is 500 

tunately, Pullman makes traveling with miles away —900 miles of ice, snow and for last-minute Christmas shopping. Pull- 

children easy as tucking them in, turning mountains. But this charming lady in her man will get him there, deliyer him right 

out the lights, and waking up to an old- “weather-proof’” Pullman Roomette is to the heart of town, convenient to the 
shopping district. 


fashioned Christmas at home. sure of getting there. She’s traveling on 


dependable railroad schedules. 


Each Christmas is precious. Cherish this Christmas 

by spending it with the ones you love. And by all L 
means go Pullman to be sure of getting there in time. "LA 
Better call your ticket agent now to reserve space. 0 Wh Man 


a a ao a THE SAFEST, MOST COMFORTABLE WAY TO GET THERE! 


the Railroad Hour every Monday night on NBC. 
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$100 A MONTH FOR THE AGED 
IS $5 A WEEK FROM TAXPAYER 


Pensions for All Could Double Individual Levy 


Pensions of $100 a month for 
everybody still are a long way 
off, despite talk. Cost figures 
show one big reason. 

It would take 13.2 billion dol- 
lars next year to retire everybody 
65 and over. By 1975, cost of 23.9 
billions would amount to $8.80 
per week for each taxpayer. 

Pension plans now coming up, 
both private and public, are to 
fall far short of giving each 65- 
year-old $100 a month. 


A flat $100-a-month pension now is 
being proposed for everybody at age 
65, married or single, rich or poor, able 
or disabled. Married couples, under 
that proposal, would be retired on $200 
a month from Government, plus their 
own savings. 

Maurice J. Tobin, Secretary of Labor, 
is proposing $100 a month for every re- 
tired person. President Truman, watch- 
ing reaction to the proposal, has not dis- 
owned the idea. Philip Murray, CIO 
president, is giving the impression that he 
already has won pensions of $100 a month 
for steelworkers. John Lewis promises his 
coal workers $100 a month in their old 
age. Senator Robert Taft, of Ohio, chief 
Republican policy maker in the Senate, 
wants a study of $100 pensions for all 
aged 65 and over. 

Idea of pensions at $100 a month, in 
fact, has grown from the Townsend plan 
of the early 1930s to become a major 
issue at the start of the 1950s. 

Cost of $100 pensions, however, has 
been almost wholly overlooked. The price, 
if accepted by Congress, is shown graph- 
ically by the Pictogram on pages 14 and 
15. This cost is so high that private $100 
pensions for all workers at 65 are not 
now in effect for any large industry. Plans 
of Government, as being shaped to ex- 
pand Social Security, fall far short of this, 
John Lewis, offering $100 a month to 
miners, saw his pension plan go broke. 


DECEMBER 9, 1949 


To show, in practical terms, how this 
dollar cost rises: 

In 1950, if Congress should promise 
$100 monthly for everyone 65 or over, 
pension rolls will hold 11 million. At 
$1,200 a year each, that means a cost 
of 13.2 billion dollars. As the Pictogram 
shows, this amounts to $153 for each per- 
son in U.S. between ages of 20 and 65. 

This cost, even after deducting present 
Social Security outlays, adds nearly 12 
billions to Government costs. It compares 
with total Government revenues from in- 
dividual income taxes of only 18 billions. 
In other words, if the added cost is to be 
borne by the 50 million individuals who 
now pay income taxes, those taxes would 
have to be increased by two thirds. It 
means an average cut in take-home pay of 
$20 a month for most people who have 
jobs. That’s $5 a week for an average 
taxpayer, far more for individuals with 
higher than average incomes. 

By 1955, however, the number of peo- 
ple 65 and over will rise, with pension 
costs raised accordingly. Older people, 
then, will total 12.7 million, on the basis 
of Census Bureau estimates. To pay each 
of them $100 a month would cost 15.2 
billion dollars yearly. 
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‘GO ‘WAY, BOY—YOU BOTHER ME!’ 


Within five years, thus, cost of the pro- 
posed plan to the average taxpayer will 
rise from $5 to $6 a week. This is in ad- 
dition to cost of administration. 

By 1960—in 10 vears—pension costs 
for a gradually increasing number of 
older people will reach 17.6 billions, or 
about as much as individuals now pay 
in total federal income tax. The effect, 
directly or indirectly, would be to double 
the amount now withheld for taxes on 
everyone's income. Cost to the individual 
then will average $7 a week. 

By 1975, atter a steady rise in the 
number of older people to 19.9 million, 
pension costs will soar to 23.9 billions 
under the proposed plan. That means 
$460 a year, or $8.80 a week, added to 
other deductions from the average tax- 
payer’s income. 

What that mounting cost of $100 pen- 
sions means to the individual, in turn, 
must be related to other welfare measures 
now being proposed. If Congress goes 
along with these plans, the 23.9-billion- 
dollar pension cost by 1975 will be added 
to a 6.5-billion yearly cost for health in- 
surance, a 1.2-billion cost for disability 
insurance, a 1.4-billion-dollar bill for un- 
employment insurance, and 2.7 billions for 
relief. This means a total of 35.7 billions 
in addition to the regular cost of Govern- 
ment. To the taxpayer, it means an added 
$714 a year, or a pay cut of $14 a week, 
in addition to his present taxes. 

What’s in prospect, actually, is 
something far under $100 a month in 
Government pensions. The promised plan 
for expanding Social Security, already 
passed by a wide margin in the House of 
Representatives and due for a vote in 
the Senate in 1950, does this: 

A worker, after 15 years in jobs 
covered by Social Security, could retire 
at age 65 with a pension of $69 a month. 
That’s assuming he averages at least 
$3,000 a year income after 1949, with 
continuous employment. His wife, when 
she becomes 65, will draw $35 a month. 

After 20 years’ service, if the House- 
approved plan is accepted, the worker 
could retire at $71 a month, under the 
same conditions. His wife would get $36. 

After 30 years’ service in covered 
employment, this worker could draw his 
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maximum pension of $75 a month. His 
wife would get an additional $38, for a 
total of $113 in monthly retirement 
checks for the couple. That’s not much 
more than half of the $100 pension plan 
that would net $200 for each couple in 
U.S. at 65. 

Cost to the individual of this promised 
Government pension plan is to increase 
gradually over the coming 20 years, but 
far less than the cost of $100 pensions. As 
approved by the House, pay-roll deduc- 
tions for Social Security that now take 1 
per cent of his pay will rise to 1% per cent 
early in 1950, then 2 per cent in 1951, 
to 2% per cent in 1960, to 3 per cent in 
1966, and to 3% per cent in 1970. In ad- 
dition, part of the promised plan’s cost 
is to be paid by a reserve fund of 11.3 
billions already built up by Social Secur- 
ity. 

What the CiO got, too, promises to 
be something less than a $100-a-month 
pension for all union men retiring at 65. 
Under the pattern set by the CIO’s Beth- 
lehem Steel contract, the worker is prom- 
ised this: 

Supplementary pensions, not straight 
$100 private pensions, are offered. The 
worker’s Social Security check is to be 
deducted first from the agreed pension 
amount, then the rest paid from the in- 
dustry fund. Thus, an eligible worker is 
more likely to draw $50 a month or less 
from this private pension plan, even 
though the minimum pension is set at 
$100 for long-time workers. 

Long service with one firm, for at 
least 25 vears, is required for the worker 
to rate this $100 minimum guarantee. In 
other words, if he is fired or shifts to an- 
other firm, he is unlikely to qualify for 
that amount at age 65. Result is that 
relatively few workers under the new 
CIO contract are to be eligible for $100- 
a-month pensions when they retire. 

What it adds up to, then, is this: 

Industry pensions, in the $100 pat- 
tern set by the contract between CIO 
and Bethlehem Steel, are to provide only 
partial coverage of workers in those in- 
dustries. Pension checks for workers cov- 
ered, moreover, are to average less than 
half the amount promised in a straight 
$100-a-month Government plan. 

Federal pensions, in the pattern now 
likely to be passed by Congress in ex- 
tending Social Security, also are to aver- 
age less than half of the $100-a-month 
amount. Pensions that now average $26 a 
month for the average insured worker 
would be increased, under the House-ap- 
proved bill, to about $44 a month. 

$100-a-month pensions for all, 
thus, are not actually in sight at this time. 
That plan, with all its vote-getting appeal, 
is being proposed but not seriously an- 
ticipated by either Government or indus- 
try. 
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Scars of the 1949 business 
downturn are fading fast. Boom 
signs are cropping up in indus- 
tries that felt the slump. 

Cotton mills are busier than 
they were a year ago. Production 
is snupping back in paper, lum- 
ber, shoes, other lines. 

Orders are large, profits grow- 
ing. The 1949 setback turned out 
to be short and mild for practi- 
cally everybody. 


Something of a boom is being en- 
joyed by those industries that were 
hardest hit by the 1949 recession. Or- 
ders are large, output has snapped 
back, profits again are looking good. 

A buyers’ strike, chiefly by business- 
men, struck a whole series of industries 
about this time last year. Orders evap- 
orated in some fields. Production was 
cut drastically. By mid-1949, produc- 
tion was down 30, 40, even 50 per 
cent in some plants. There was heavy 
unemployment in the mill towns of 
New England and the South, in shoe 
centers, in areas where furniture and 
metal products are made. 

Business buyers saw trouble ahead and 
held back. They thought prices were go- 
ing to break badly. A scramble started to 
get rid of inventories. But, while business 
buyers held off, the general public went 
right ahead spending its money. Indus- 
try’s production rate, in six months, fell 
14.5 per cent on an over-all basis. Output 
dropped much more than that in partic- 
ular industries. The public, however, cut 
purchases less than 5 per cent. Goods 
moved across retail counters faster than 
they were made, and stockpiles fell sharp- 
ly and quickly. 

The two-way pull of steady consumer 
buying and hesitant business buying 
could not go on. It ended in early 
autumn. Industrial activity, as a result, 
snapped back. And the upward trend in 
output continued through the coal and 
steel strikes. These strikes stopped basic 
production of steel and coal, but output 
of soft goods and even of finished metal 
products continued to climb. The rise now 
is general throughout industry. 

What has happened is shown in 
official figures. In some industries the 
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HARD-HIT INDUSTRIES BOOM AGAIN 


Textiles and Paper 


comeback has been swift, as the chart on 
page 17 reveals. 

Cotton mills, for example, are more 
active than they were in the boomtime of 
a year ago. The increase in production 
since the midyear low point is a thump- 
ing 54 per cent. This uptrend came when 
merchants placed new orders for apparel, 
sheets, pillowcases and other cotton 
goods. Suppliers of finished cotton goods 
increased their production and demanded 
more output from the mills. 

Rayon goods have had almost as 
striking a recovery as cotton goods—34 
per cent. It’s the same story. Stores 
needed more women’s dresses and lin- 
gerie, men’s sport shirts, all sorts of items 
made of rayon. Garmentmakers and other 
manufacturers stepped up _ production. 
Rayon mills got more orders, stepped up, 
too. Rayon output now is back to the level 
of a year ago. 

Woolen mills and worsted mills have 
enjoyed a pickup, too. Recovery since 
this year’s low point amounts to 28 per 
cent, but activity in this industry still is 
below a year ago. Chiefly responsible for 
the lag behind last year is relatively low 
output of rugs and carpets. Use of carpet 
wool is 35 per cent below last year. 

Woolen and worsted garments make a 
better showing. Use of apparel wool has 
recovered to a point only 6 per cent 
under last year, and output of woolen 
and worsted cloth is rising. 

Nylon industry never had a setback. 
Nylon has been a scarce item since the 
war, and its uses are expanding. Nylon 
is being used in men’s garments as well 
as in women’s stockings, slips and dresses. 
Nylon also is made into bristles, auto- 
mobile seat covers and other things. 

The garment and textile industries are 
not alone in the recovery parade. These 
industries felt the setback first, dipped 
most sharply, turned up fastest, but other 
industries also are feeling the effects of 
the upturn. 

Shoe manufacturers, for instance, are 
having a better year this year than last, 
when most other industries hit peaks in 
profits and output. Output of shoes and 
slippers fell almost to the prewar level 
last July, but now has stepped up by 20 
per cent. Production of shoes this year 
will approximate 467 million pairs, 
against 462 million in 1948. 

Paper companies are another group 
whose output now tops that of a year 
ago. This industry’s recovery, at 36 per 
cent, is second to that of the cotton-textile 





Lead a Quick Recovery 


industry. Paper demand took a sharp 
spurt after midyear when orders for other 
products increased. That added to de- 
mand for paper packages and boxes. The 
printing and publishing industry also 
stepped up paper orders when its own 
activities increased 15 per cent, to go 
above last year’s. 

Lumber production is an example of 
another industry where suppliers hesi- 
tated while consumers went right on buy- 
ing. Lumber output dipped to near the 
prewar level by midyear, although the 
building boom continued. Demand for 
lumber held up, and output gained by 17 
per cent. 

Furniture factories had a similar ex- 
perience. Furniture production fell rather 
sharply until midyear, then staged a quick 
recovery amounting to a 22 per cent in- 
crease in output. Furniture buying by 
consumers is stepping up as families move 
into newly completed homes. 

This upturn is having an effect on 
prices. The price decline in depressed in- 
dustries appears to have stopped. Prices 
are up a bit for cotton cloth, for shoes 
and for lumber. They are firming in 
paper, after indicating weakness. 

Other industries also are stepping 
up activity, although at a slower pace 
than textiles, shoes, J}umber and paper. 

Steel mills were increasing output 
when the strike hit. Now that increase in 
activity is being resumed. The estimate 
is that the steel industry will produce 77 
million ingot tons this year, against 88.6 
million tons last year. 

Next year’s production of steel is likely 
to be better than 1949, because steel 
users did not curtail output much dur- 
ing the strike. Automobile companies, 
household-appliance manufacturers and 
others dipped into inventories to keep 
their factories going. Now those inven- 
tories must be replaced and, at the same 
time, steel mills must meet current de- 
mand. That promises a high level of ac- 
tivity for several months. 

Auto industry is ahead of a year ago 
in output, as it has been throughout this 
year. Signs are that automobile output 
may dip a bit next year from current 
boom levels, but 1950 still promises to be 
a year of very high production. 

Machinery industry, as a whole, took 
a 22 per cent drop from 1948 boom peak 
to 1949 bottom, but has since recovered 
6 per cent. Recovery is rather marked in 
mechanical refrigerators, washers and 
other household equipment. Office-equip- 
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ment production also is improving, but 
output of heavy industrial equipment has 
yet to show any decided recovery. Farm 
machinery is not doing quite as well as 
last year. 

The reduction in spending by business 
firms and other producers is reflected in 
lower sales and output of heavy equip- 
ment. Many producers completed post- 
war programs during the early part of 
this year and slowed down on further 
improvements. Heavy industries, how- 
ever, still are doing almost twice the 
prewar volume of business. 

Metal industries—refiners and fabri- 
cators of lead, copper and zinc—had as 
severe a depression as the textile industry 
early in 1949. Output of these plants fell 
32 per cent from the end of 1948 to July. 
The recovery since then has been about 
20 per cent from the July low point. 

The decline in metal use was accom- 
panied by a sharp drop early in the year 
in prices of metals. Those prices have 
since recovered from their low points and 
show signs of firming. Improving demand 
for hardware, electrical appliances and 
galvanized steel brought about improved 
production in these industries. 

Ups and downs of remaining indus- 
tries show a smaller swing. These are in- 
dustries that have shown a rather wide 
degree of postwar stability. 

Tobacco industry registers a slight 
gain over last year, and expansion is 
likely to continue. Cigarette production 
this year is expected to reach 392 billion, 
against output of 387 billion in 1948. 

Chemical industry, as a_ whole, 
dipped 11 per cent during the down- 
ward adjustment and has since recov- 
ered by about 6 per cent from the low 
point. Paints and the production of 
raw rayon accounted for most of the 
decline. Both are now increasing in 
output. Industrial chemicals show smaller 
fluctuations. 

Food processors, as a group, suffered 
no setback at all. At the low point, food 
production equaled the level of a year 
ago. At present, food processing is run- 
ning about 3 per cent ahead of last year’s. 
Flour millers are doing a smaller busi- 
ness, but meat packers and other food 
plants are ahead of last year. 

Oil refining showed less than a 10 per 
cent drop in output and now is almost 
back to last year’s levels. Output of crude 
petroleum took a larger drop, but that is 
in a recovery movement, too. 

Tire output and production of other 
rubber products is about 12 per cent be- 
low 1948 output and is not expected to 
increase much. 

The main point is that production is 
improving in almost every field. And those 
industries that were hit hardest are recov- 
ering most. The 1949 business setback 
proved to be short and mild. 
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Production’s Strong Comeback 
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Incomes Off, Farmers Accept Controls 


Reported from ST. PAUL, MINN.; DES MOINES, IA.; MADISON, WIS. 


With incomes slipping, farmers 
count on the Government to keep 
them prosperous. They want fed- 
eral aid to continue. 

Farm income is off more than 
10 per cent from a year ago, still 
slipping. Growers fear calamity 
if Government pulls out price sup- 
ports. But that isn’t likely any 
time soon. 

Farmers are in a key spot, 
politically. They stand a good 
chance of getting about what 
they want from U. S. Treasury. 

A downturn in farm prices and in- 
comes, an upward turn in surpluses of 
farm products appear to be adding 
strength to the farmer's feeling of de- 
pendence on Government. If there is 
an impression that farmers are to react 
against the coming ‘stronger Govern- 
ment control over their business, it 
needs to be revised. 

Prices of farm products, on an average, 
now are down to “parity” with other 
prices, for the first time in eight years. 
Farm income, off more than 10 per cent 
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from a year ago, is continuing to decline 
slowly. Prices of more and more products 
are having to be supported. There now is 
a demand for Government support of 
egg prices. Hogs of late have been near 
the level at which support would have to 
be given. Corn is piled high in surplus. 

New price guarantee. It is against 
the background of rising surpluses of 
farm commodities that Congress voted to 
extend through 1950 the guarantee that 
prices of major farm crops will be sup- 
ported at 90 per cent of so-called “par- 
ity.” It authorized the Secretary of Agri- 
culture, at his discretion, to order other 
commodities supported at this level. 

Congress also authorized tighter con- 
trols over farm production, in case sup- 
plies threaten to get out of hand. 

To assess farmer opinion about the 
outlook and about Government, a mem- 
ber of the Board of Editors of U. S. News 
& World Report spent several weeks in 
an on-the-ground survey. He sought out 
the farmers’ feeling toward controls and 
also sounded their political attitude. He 
came up with the general impression that 
farmers are still in a mood to support 
controls. The attitude that caused many 
to vote Democratic in 1948 still seems to 
prevail. Farmers are for those who assure 
protections, even if such protections 
carry with them the need for more Gov- 
ernment control of their affairs. 
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FARMERS MEET TO TALK POLITICS 


The basic question: Which party means more prosperity? 





Dependence of the farmers on the 
Government is pointed up for the farm. 
belt visitor in many ways. 

One of these is the piling up of sur. 
pluses of corn, wheat and other crops, 
Elevators, granaries and barns are chock. 
full of wheat. Corn is jam-packed in bins, 
spilling over from farmers’ cribs. Farmers 
are well aware that, unless the Govem. 
ment somehow removes price-depressing 
surpluses from the market, the farmers 
cannot continue to get good prices for 
the things they grow. 

In Iowa, for example, new storage bins 
give further proof of farmers’ dependence 
upon help from the Government. Last 
year many farmers were forced to sell 
part of their corn for what it would bring, 
since they lacked a place to store it. 
Congress, in limiting the Commodity 
Credit Corp. program, had imposed a ban 
on new CCC bins. 

This year, with that policy reversed, 
CCC is filling 23,000 bins and the hang- 
ars of two airports, in Iowa alone, with 
140 million bushels of 1948 corn. The 
1949 Iowa crop of 541 million bushels is 
stored in bins and cribs on farms. The 
Government, besides buying the bins for 
the loan corn it is taking over, lent farm- 
ers much of the money to build these 
farm bins and cribs. 

Thus the Government has enabled the 
farmer to take his time in selling cor, 
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so that he may get a better price when 
he does sell it. 

Falling prices, more than all else, 
drive home in the farmer’s mind the idea 
that he is in for trouble unless he gets a 
lot of help from the Government. Loans 
and storage provided by the Government 
cushion the price fall in farm commodi- 
ties, but do not end it. 

With this cushion, many commodities 
sell in the free market at prices close to 
Government support levels, some below 
those levels. To the farmer, that is a 
warning of what would happen to prices 
if the Government ceased to buoy them 
up. 
Free-market corn in Iowa, for example, 
has been selling at $1.04 a bushel, on 
the average. That is 33 cents below the 
average price the farmer could get by 
putting his 1948 corn into the Govern- 
ment loan. If that loan or support price 
were to be withdrawn, leading to a 
scramble to sell, experts say that corn 
might sell for no more than 50 cents a 
bushel. 

The wheat price, which fell about $1 a 
bushel before the 1948 election, has 
dropped another 10 cents a bushel, in 
Minnesota. Without the support price 
of around $2 a bushel, it would fall much 
more than that. 

On hogs, farmers see a possibility of 
price collapse that they think still more 
serious, and quite imminent. Recently 
they have been selling their hogs, at such 
markets as South St. Paul and Chicago, 
at prices below $16 a hundredweight. 
Though that is a good price for hogs, 
ordinarily, it is less than half the $32 
peak price of 1948. 

Without that Government price sup- 
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port, farmers say, such a slump could 
be ruinous to them. 

Smaller income, resulting from price 
declines, clinches the dependence of 
farmers. That shrinkage, cushioned by 
big crops that give the farmers a lot 
more to sell, has been moderate as yet. 
Cash farm income is off only about 13 
per cent, nationally. But the shrinkage 
is starting to hurt. 

That makes farmers anxious to get all 
the protection they can from Govern- 
ment. 

What the farmer wants, essential- 
ly, is to hold on to his high income. 
Though he rarely spells that out, his idea 
seems to be to try to retain a level of 
purchasing power not too much below 
the one he has enjoyed through war and 
postwar years. The farmer, on the aver- 
age, also wants a minimum of controls 
applied to his farming. But that is dimin- 
ishing in importance, swiftly, in compari- 
son with his determination to remain 
prosperous. 

Actually, nearly all farmers give every 
indication that they will take next year’s 
acreage allotments, in wheat and corn, 
in stride. Apparently it would be no 
serious problem to get them to vote 
marketing quotas as well, in the now- 
unlikely event that the Government 
should call for them. 

The farmers’ attitude is illustrated by 
what happened at a recent farm-organiza- 
tion meeting in Wisconsin. A Republican 
assemblyman exhorted the farmers to 
shun federal subsidies lest they lose their 
freedom. The farmers’ answer was a 
dead silence. 

Types of aid preferred by farmers 
vary widely. The Farm Bureau, once in 
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ON SATURDAY AFTERNOONS, FARMERS BECOME SHOPPERS 
As cash income begins to slide, price supports gain in favor 





favor of minimum supports at 60 per 
cent of parity, moved its lower limit to 
70 per cent, and now to 75 per cent. On 


the whole, high-level price supports 
clearly seem to find most favor, even 
among many of those who favor the 
principle of flexibility. In an Iowa poll, 
for example, 70 per cent of farmers re- 
sponding expressly favored the principle 
of flexibility. More than a third of these 
same farmers, however, when asked what 
the minimum price support should be, in 
the sliding scale, replied 90 per cent. 
One Republican farmer in Central Iowa 
said he favored a sliding scale, “provided 
the minimums are high enough.” 

The Brannan Plan, which would subsi- 
dize farm incomes and at the same time 
provide cheaper food for city people, 
meanwhile gains adherents. These are 
farmers who, in many instances, doubt 
that rigid, high-level supports will 
continue, and fear that sliding-scale 
supports will not sufficiently protect their 
incomes. 

Just now, several things seem certain. 
One is that farmers for a long time to 
come will hook to the Government to 
underwrite their prosperity. Another is 
that they will give their votes to the party 
that, as they see it, promises them the 
greatest degree of prosperity. Informed 
opinion is that, for the next year, barring 
a possible breakdown of price supports, 
that party is likely to be the Democratic 
Party. 

Lastly, the farmers, being in a key spot 
in national politics, stand a good chance 
of getting, ultimately, either the high 
price supports they want or some sub- 
stitute promising them continuation of 
relatively high income. 







-Photos from Standard Oil Co. (N.J.) 
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CABINET BECOMES POLITICAL TEAM 


President Puts Seasoned Campaigners at Top 


Specialists in practical politics 
are being shaped into a new 
“Truman team.” Old hands at 
the game are getting key jobs. 

Cabinet shows the trend. It 
holds politicians who know labor, 
farmers, businessmen, the West, 
big-city machines. 

Result is to send Administra- 
tion into 1950, 1952 elections 
with seasoned politicians in 
charge. They can set strategy 
and run it. 


President Truman, with eyes fixed 
upon 1950 and 1952, is building a 
high-powered political team in his 
official family. Key jobs, more and 
more, are being filled with men who 
are trained and experienced in prac- 
tical politics. Republicans are finding 
themselves up against not just one 
man with great political glamour but 
a team of thoroughly seasoned politi- 
cians who play the game for keeps. 

In the days of the New Deal, the late 
President Roosevelt went in heavily for 
planners, economists, men associated with 
political reform or just plain thinkers His 
men were picked less with an eye to their 
own stature as politicians. It was taken for 
granted that Mr. Roosevelt himself had 
the political flair needed to get the votes 
and put ideas across. 

But Mr. Truman is planning and act- 
ing differently. He does not think of him- 
self as having the political appeal that 
Mr. Roosevelt had. With this fact in 
mind, he is building his team with men 
who know their way around in politics. 
He lost control of Congress in 1946 and 
had a hard fight in the presidential elec- 
tion of 1948. The President is not tak- 
ing any chances on the elections of 1950 
and 1952. 

Republicans discover that at every 
point of attack on the Truman Admin- 
istration, they are being met by experts 
in political suasion. 

In the Truman Cabinet, Republi- 
cans see six of the nine men as practical 
politicians in their own right or with con- 
siderable knowledge .of politics. On the 
fringe of the Cabinet they find about the 
same ratio. 
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Mr. Truman is placing less emphasis 
on giving political honors in picking his 
Cabinet officers. And few men are in 
top spots in and near the Cabinet be- 
cause they have fancy ideas, are big men 
in business, or speak for financial inter- 
ests. Most are there because they know 
how to get things done in politics. 





DEFENSE: JOHNSON 
A new trend in Cabinet members . . 


The work of these key politicians in the 
President’s Cabinet lies in special fields 
and in geographic areas. If any gaps are 
left, they are filled by the hard-traveling 
Vice President, Alben Barkley, who, as a 
Border State man from Kentucky, often 
serves also as a special emissary into the 
South. 

All their work ties into and supple- 
ments that of William Boyle, Chairman 
of the Democratic National Committee. 
Mr. Boyle, like Mr. Truman, is a grad- 
uate of the Pendergast school of politics 
at Kansas City and knows how to work 
with the team. The group slugs away to- 
gether, in campaign and out, never giv- 
ing the Republicans a breathing spell. 


How it works. There is only a rough 
geographic division of work, although 
some of the members of the group are 
better known as Far Western, Middle 
Western or Eastern specialists. They are 
highly skilled at using their particular 
offices toward the end of winning elec- 
tions. 
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LABOR: TOBIN 


Oscar Chapman, Secretary of the In- 
terior, is a strategist in the work of win- 
ning the West. This is a major phase in 
Mr. Truman’s revamping of his party. 
The hope is to substitute Western votes 
for any that are lost in the South by the 
civil-rights fight. 

Public-power, irrigation and conserva- 
tion developments, backed by billions of 
dollars of federal money, are the big 
weapons Mr. Chapman has in hand. And 
Mr. Chapman is one of the most astute 
backstage workers in Washington, with 
many years of experience in local cam- 
paigns back of him. He was Mr. Truman’s 
advance man in the last campaign, sens- 
ing sentiment, sending back ideas. 
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Charles F. Brannan, who, like Mr. 
Chapman, comes from Denver, is a spe- 
cialist on farm problems of the Middle 
and Far West. His Agriculture Depart- 
ment has committees that reach down 
into every county in farm States. And he 
works closely with the Democratic Na- 
tional Committee. 

It was Mr. Brannan who dug up the 
plan with which Democrats hope to link 
the farmer and the worker into a voting 
group that will back the Democratic 
Party. The plan is designed to assure 
high income to the farmer and yet hold 
living costs down for the worker, with 
the Government paying the difference. 
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COMMERCE: SAWYER 


In years of organizing farmers into co- 
operative groups, Mr. Brannan learned 
farm sentiment for a stable income. 

J. Howard McGrath, Attorney Gen- 
eral, is an over-all political technician 
from New England. He knows how to 
deal with machine politicians, how to or- 
ganize campaigns, how to choose the is- 
sue that will snare public support. He is 
directing the antitrust drive against big 
business at a time when prices are high. 

It was Mr. McGrath who pieced to- 
gether the shell of a party organization 
that helped to win the election in 1948. 
In Rhode Island, Mr. McGrath put to- 
gether a Democratic State organization 
that has been called unbeatable. It elected 
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him Governor three times and U. S. Sena- 
tor once. 

Louis A. Johnson is trying to whittle 
down the national-defense budget. It is 
in his Department of Defense that any 
great saving toward a balanced U.S. 
budget must be made, for here the most 
money is spent. Already, Mr. Johnson 
has announced considerable savings; but 
some Congressmen have challenged his 
claims. 

As a one-time Nanonal Commander of 
the American Legion and a man with 
many fraternal-organization connections, 
Mr. Johnson tries to hold the support of 
these agencies. The Defense Secretary 
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... fewer “‘idea men” and businessmen; more practical politicians 


is said to be politically ambitious him- 
self. Many believe he wants to be Presi- 
dent. He was Mr. Truman’s chief money 
raiser in 1948. 

Maurice J. Tobin, Secretary of Labor, 
like Mr. McGrath is a specialist in New 
England matters. But he works chiefly in 
the field of labor. It is his job to keep 
labor in line back of the party. He is tak- 
ing up the $100-a-month pension idea. 
He has suggested a dollar-an-hour mini- 
mum wage. 

In Massachusetts, his home State, Mr. 
Tobin had a hand in putting James M. 
Curley out of the mayoralty of Boston, 
a seat that Mr. Tobin held once on his 
own way to the Governorship of his State. 


Charles Sawyer, Secretary of Com- 
merce, is a specialist in Ohio politics. He 
was Democratic National Committee- 
man for Ohio for 10 years, managed sev- 
eral of Mr. Roosevelt’s campaigns in that 
State. As a lawyer and businessman, he 
also has the job of making the Truman 
Administration palatable to businessmen. 
He is continually traveling at this task. 

Oscar Ewing, as head of the Federal 
Security Agency, at the edge of the Cabi 
net, is plugging away for larger Social 
Security benefits for more people, for 
health and educational helps of various 
kinds. The formula is foolproof as a vote 
getter. Some call him the master strate- 





—Photos from Acme, Harris & Ewing, Black Star 


STATE: ACHESON 


gist of Mr. Truman’s 1948 

Three Cabinet members wlir !) ve little 
to do with politics are Jesse .\{. i) mald 
son, John W. Snyder and Dean \cheson. 
Mr. Donaldson runs the Post O'ce De- 
partment. Mr. Snyder runs the Treasury. 
Mr. Acheson is trying for a_ bipartisan 
foreign policy for the State Department. 

The net result, however, is that Mr. 
Truman has seven skilled politicians 
among the 10 who run major departments. 
They know how to use their departments 
to win votes for the party. Looking at the 
combination, Republicans are realizing 
that they must beat a team of experts, 
not just one man, before they can come 
back to power. 


campaign. 
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German Army? Generals Say Yes 


Reported from PARIS 


Politics aside, this is what mili- 
tary planners see in Europe: 

Russia is out to get Germany, 
short of war. West, for defense, 
needs a German Army. Spain’‘s 
troops are needed, too. 

Atom bomb, more fantastic 
arms are discounted. Next war, if 
any, turns on land armies. So Rus- 
sia is winning thus far. Time is 
growing short for Western armies 
to catch up. 


People are wondering how things 
are really going in Europe, what Rus- 
sia is up to now, what comes next, 
whether Germany is to be rearmed. 
Guesses at the answers are flying in 
all directions. 

The military commanders of, 12 
Western powers have just been meet- 
ing in Paris. Outside Paris, land-army 
commanders of five Western European 
countries are trying to work out a plan 
for a united army to defend Western 
Europe. What follows is a_hard- 
headed military appraisal of what is 
going on as military men express it in 
their own language: 


Russia wants Germany. That’s the big 
issue, the really important issue. Every- 
thing else—Austria, Greece, Iran, the Far 
East—all that is secondary. Our job is to 
see to it that the Russians don’t grab Ger- 
many and the rest of Western Europe by 
force. 

Now, the Germans are riding high. 
This is their opportunity and they know 
it. They want to make a comeback; they 
want a united Germany. They don’t like 
us; they don’t like the Russians. They 
hate all their conquerors, but this is their 
chance and they're not going to miss it. 

What are the Russians up to? That’s 
easy to answer. They’re outbidding us for 
the support of the Germans. Outbidding 
us for Germany. 

This is new, The Russians are trying a 
new strategy. Up to last summer the Rus- 
sians were trying to outtalk us, outsmart 
us, outmaneuver us. They tried to get us 
to unite Germany in such a way that they 
could contro] the whole of Germany. 
They tried to force us out of Berlin. They 


22 


tried to get us to give them the best of 
Germany’s industry. It didn’t work. 

Instead, we decided to get West Ger- 
many going as a part of Western Europe, 
which it is. We stuck tight in Berlin. So 
the Russians decided to try something 
else: They decided to try to outbid us for 
the support of the Germans. 

How? Look at what they’re doing. They 
are telling the Germans, in effect: “If you 
want a united Germany, you must come 
with us. We are the only ones who can 
give you back the lands you lost in the 


—European 


WEST GERMAN POLICEMAN 
. not equipped to fight 


East to Poland and Czechoslovakia. Those 
two countries will do what we tell them 
to do. So come with us and we'll give you 
a united Germany with its capital in Ber- 
lin and a German Army and everything. 
Go with the West and they'll stay in your 
country forever and tear down your in- 
dustries and make you work for them.” 
That’s what Russians tell the Germans. 

What’s more, the Russians are showing 
the Germans they mean business. They 
already have given the Germans an Army, 
a real Army. They have turned the East 
German police force into a national Army 
of about 125,000 men with rifles, artillery, 
tanks and everything. The Germans love 
it—they like an Army, never forget that. 
Next spring the Russians will probably 
give them mi'itary conscription. That will 
take Germaus from 18 to 30 and give 
them an Army of about 350,000. Russians 


are in command at the top, but it’s a Ge. 
man Army. 

What’s next? Well, the Russians have 
the initiative now. Suppose they pull aj 
their troops out of East Germany. Tha 
still leaves them with a tough Germa 
Army there. Then they ask us to get ow 
troops out of West Germany. If we don} 
do it they say: “What’s the matter-ar 
you afraid of your Germans? Don’t yo 
trust them?” So we get out. What hay 
we got in West Germany to match the 
East German Army? Nothing. Just a fey 
police carrying side arms, and even thes 
police are under the command of state 
governments, They couldn’t hold Wes 
Germany against the East German Amy, 

There’s Berlin too. That fight isn’t over, 
not by a long shot. In the Western sec. 
tors, the “air lift” is over and Berlin in- 
dustries are moving into West Germany. 
A quarter of a million West Berliners ar 
out of work. First thing we know, we'll 
lose Berlin itself to the Russians by de. 
fault. 

Now, can we defend Western Europe 
from the Russians? No, not without the 
West Germans, not without a West Ger- 
man Army. Right now we have onl 
about 15 divisions in all Europe full 
equipped and ready to go. That isn‘ 
enough. We've got to have the Germans. 

Atomic bombs? New weapons? Non- 
sense. Science so far hasn’t come up with 
a thing that changes the basic idea of war 
Maybe they will. But they haven't done 
it yet. It still takes a land army to stop: 
land army. 

Suppose you're a Russian commander 
and you're ordered to take divisions from 
the Russian zone in Germany to the Nort! 
Sea coast in the Netherlands. You're o 
your way when an enemy plane drops a 
atomic bomb on Bremen and blows the 
whole city and all the Weser Rive 
bridges and part of your army to kingdor 
come. What do you do—break down anf 
cry? No, you send the rest of your d 
visions around Bremen and they go to the 
North Sea coast in the Netherlands some 
other way. That’s all. Atomic bombs won! 
stop the Russians, and Russian atomit 
bombs won't stop us. 

But we've got to have an army, ! 
proper army drawn from all the cour 
tries we are supposed to protect, includ 
ing Germany. 

How do we get a German Army? Well 
we've got to be careful, very careful. It: 
got to be a small Army and we’ve got t 
hold the top command. Can’t put the 
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Germans in command of anything bigger 
than a division. And the top commander 
ought to be an American; the Germans 
wouldn’t work under a European com- 
mander. 

Won’t the Russians move in, start a war 
right away when they see we're arming 
the Germans? No, that’s not likely. The 
Russians don’t want a war right now. 
Sooner or later, if they don’t get the Ger- 
mans, they may be ready to try a war, 
but not now. We can do what the Rus- 
sians have done already: turn the West 
German police forces into a single na- 
tional police force—an Army. 

Is that all we have to do? Not by a long 
shot, We've got to stop this dismantling 
nonsense, stop tearing down the German 
factories. We’ve got to let the West Ger- 
mans have a Government that amounts 
to something; we’ve got to take the West 
German Government into the Western 
Union with Britain, France, Belgium, the 
Netherlands and Luxembourg. That's 
where it belongs. 

The French? Well, the French people 
are afraid of the Germans. But, as long as 
the French Army is a lot bigger than the 
German Army, the French will-go along. 
They've got to. 

How much will it cost the U.S.? That’s 
hard to say. To build up a West Euro- 
pean Army fit to defend Western Europe 
we ought to keep American military aid 
moving for at least three years more. 

Understand, the U.S. can’t buy a good 
defense force with a checkbook. The 
Western Europeans have got to know that 
the U.S, and Britain will be there when 
trouble starts. Also, they’ve got to get to- 
gether and co-operate, really co-operate. 
They're not doing it yet. Oh, we have lots 
of plans on paper. But all the countries, 
even the little ones, think they must have 
their own armies, their own navies and 
their own air forces. That’s got to stop; 
we need one army, not a lot of little 
separate armies. 

Spain? We've got to get Spain into it. 
Sure, Franco is a fascist, but he has 500,- 
000 soldiers and he doesn’t like Russia. 
We need the soldiers; we ought to get 
Spain in. 

Mind you, the important thing is'Ger- 
many. We can’t hold this strip of Western 
Europe without the Germans. We will 
put up a real fight and a lot of people 
will be killed, but we can’t hold it for 
sure without the Germans. And we’ve got 
to hold it, got to, or the rest of the war 
will be one awful war with no decisive 
end. Just bombs and destruction and no 
decisive end, 


The above is a military appraisal of the 
situation in Europe as military men, not 
diplomats, statesmen or heads of govern- 
ments, express it in their own language, 
ignoring all political considerations. 
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EAST GERMAN POLICE ARE A REAL ARMY 
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The “ins” can still be voted 
out. That's about all that is shown 
by the defeat of Laborites in New 
Zealand. 

Labor's socialist program, 14 
years old, is not under attack. 
New Administration promises the 
same thing, better done. 

Public chafing at controls 
swung some votes. But, mostly, 
New Zealanders just voted to 
change men, not policies. 


Voters in New Zealand are some- 
what surprised to see how seriously 
the rest of the world is taking their 
decision to throw out the Labor Party 
that has ruled the country for 14 years. 

As New Zealanders see it, they just 
voted for a change. They did not vote for 
an end to the welfare state. Since 1898, 
long betore socialists took over, New 
Zealand has been out in front of the rest 
of the world with old-age pensions and 
welfare benefits. 

The Nationalist Party now coming to 
power does not propose to change or to 
interfere with social-welfare programs. 
But the newcomers do promise to reduce 
some of the Government controls and to 
cut some of the taxes now soaking up al- 
most a third of national income. 

For politicians in the U. S. and Britain, 
the upset of the Labor Party socialists 
should show simply that formulas for 
getting votes, promises of more and more 
of the same, do not last forever. The pub- 
lic decides that it should try some other 
leaders and see whether they can do as 
well or better. 

What happened in New Zealand 
isn’t necessarily a sign of what will 
happen in the U.S. or in Britain. In 
the U.S. it has been 17 years since there 


was a vote for a change at the top. In. 


Britain, the Labor Government has been 
in power since 1945 and comes up for 
elections next year. People in both 
countries can learn much from what hap- 
pened in New Zealand, but only if there 
is an understanding of the country and 
its problems. 

The elections were nation-wide, but 
the nation is small. Only about 1.8 mil- 
lion New Zealanders, less than the popu- 
lation of Detroit, Mich., live on islands 
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SOCIALISTS LOSE, SOCIALISM STAYS 


Reported from WELLINGTON, N. Z., LONDON and WASHINGTON 


with a total area close to that of the State 
o- Arizona. New Zealanders, usually, 
agree on most things. Nobody got very 
excited about the elections; nobody now 
expects the Government change to be 
revolutionary. 

The Labor Party, in fact, started to run 
down like an old clock some time ago. 
In 1946, Labor lost so many votes that it 
held only 42 seats in Parliament against 
the Nationalists’ 38. Thus, the four mem- 
bers elected by the 100,000 Maoris, New 
Zealand’s Polynesian natives, who voted 





—Combine 


WINNER: SIDNEY HOLLAND 


for Labor, have been most important to 
the Labor Government. The Labor Pre- 
mier, Peter Fraser, a former dock work- 
er, spent a lot of time in the campaign 
talking to Maoris. He got their votes 
again, but he lost the election. 

The Nationalists, in general, appeal to 
the farm vote while Labor is a town- 
workers’ party. Nationalist leader Sidney 
George Holland, a former businessman, 
drew large crowds while Premier Fraser, 
though personally popular, spoke to half- 
filled halls. Interest was centered in Mr. 
Holland; everyone knew Mr. Fraser. 

Communists don’t amount to much in 
New Zealand as a third party. The stand- 
ard of living in the country is among the 
highest in the world. There are few poor 
people by British or U.S. standards and 
few very rich people. The country is 
prosperous; jobs are plentiful with a 40- 











hour week; people have money in th 
bank; there is plenty of food. Communists 
can’t find much to talk about. But they 
ran 16 candidates of their own who took 
votes away from the Labor Party. The 
Nationalists, who profited, want to ban 
the Communist Partv in New Zealand. 

Issues before the voters were relatively 
few. Labor stood on a record that even 
the Nationalists admitted was a good one, 
The Nationalists said, in effect, that they 
wouldn't change much, but that they 
would manage things better. 
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LOSER: PETER FRASER 
U. S. Republicans and British Conservatives took heart 


Government-in-business, thus, wasn't 
really an issue. In housing, for example, 
the Labor Government in 10 vears has 
built 20,000 new homes at a cost of 100 
million dollars. These houses, modern in 
design, compare favorably with the best 
U.S. low-income housing save that they 
lack central heating, which is not popular 
in New Zealand’s mild climate. The Na- 
tionalist Government will continue build- 
ing homes and operating nationalized 
banks, railroads, radio broadcasting, the 
telegraph system, coal mines and other 
industries. 

Social security was not an issue either. 
About one third of the Government's 
budget goes to social security, but the 
Nationalists promise to spend no less. 
New Zealand, they say, can afford it. 

Old-age pensions, for example, take 7.5 
per cent of the gross income of all work- 
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ers and 7.5 per cent of the net income of 
all employers. For this, a worker can get 
up to one third of his annual income per 
ear when he retires at 65. Any New 
Zealander, irrespective of income, is eli- 
gible for a pension. The plan is not self- 
supporting; the Government makes up 
the deficit. 

Free medicine in New Zealand is not 
quite as complete as the British Labor 
Government’s plan and it operates differ- 
ently. In New Zealand, the patient pays 
his own doctor bill and gets a refund 
from the Government. In Britain, the Gov- 
ernment pays the physicians. 

State controls and prices were major 
issues. The Nationalists promised to cut 
both controls and prices. 

Government control of foodstufts, how- 
ever, is tied up with New Zealand’s al- 
most unanimous desire to help Britain 
through the mother country’s current 
economic crisis. Housewives in New Zea- 
land, for example, still market under a 
wartime zoning system that requires them 
to buy such things as butter, cheese, eggs 
and fruit at certain stores. Aim is to keep 
down consumption in order to send more 
to Britain. But New Zealanders are tired 
of filling out forms and of going to Gov- 
ernment offices for all sorts of things. 
They want fewer controls. 

Rising prices have irritated New Zea- 
landers, but the current cost of living 
seems amazingly low to Americans. But- 
ter, for example, costs 21 U.S. cents a 
pound; bread is only 7 cents a loaf; milk 
is just over 7 cents a quart; sirloin steaks 
cost only 15 cents a pound in retail stores. 
Wages, however, also run low by U.S. 
standards. Minimum wage for an un- 
skilled worker is only 20 cents an hour, 
$8 a week. 

Just how the Nationalists will go about 
reducing controls and prices remains to 
be seen. As a starter, the new Government 
may cut the number of people on its pay 
roll, currently about one fifth of the work- 
ing population. Jobs are easy to find, how- 
ever. Only 150 people in the country are 
listed as unemployed and job vacancies 
total more than 25,000. Department 
stores offer free hairdos to sales girls; of- 
fices send taxis to carry stenographers to 
and from work. 

What it means to have Labor out 
and the Nationalists in adds up to this: 

In New Zealand, farmers, not city 
workers, will get more benefits. Some con- 
trols may be lifted; some Government pay 
rolls slashed. But the welfare state is 
going to be pretty much the same. 

In Australia, the New Zealand upset 
is building up a hot election campaign. 

In Britain and in the U.S., the Con- 
servative and Republican parties, both on 
the outside hoping to get in, are taking 
heart from the idea that voters still like 
a change of faces in governments. 
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NATIVE MAORIS RE-ENACT AN ANCIENT CEREMONY 
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FARMS: NATIONALIST TERRITORY 
Issues were few, but the voters wanted a change 
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ATOMIC ENERGY FOR PEACE 


AN INTERVIEW WITH DAVID E. LILIENTHAL 


Chairman, Atomic Energy Commission 





of the Atomic Energy Commission, has had most to 
do with peacetime development of atomic energy. He 
has just resigned that post, effective December 31. 

Mr. Lilienthal was invited to the conference 
rooms of U.S. News & World Report Jast week to 
discuss with its Board of Editors the peacetime uses 
of atomic energy. The retiring Chairman discussed 
informally, in layman’s language, the problem of 
secrecy, the issue of Government monopoly, the uses 
of atomic energy in the fields of industry, agricul- 
ture and health. 

Here is a report of facts about atomic energy, 
made by the Chairman of the Atomic Energy Com- 
mission, for which the public long has waited. 


EDITOR’S NOTE: David E. Lilienthal, as Chairman 


DAVID ELI LILIENTHAL has done two big, 
pioneering jobs for the U.S. 

He was made a director of the Tennessee Valley 
Authority when TVA was new, and l/ater its Chair- 
man. After the war he was given the task of con- 
verting the 2-billion-dollar atomic-bomb project 
into a 4-billion-dollar peacetime plant as first 
Chairman of the Atomic Energy Commission. 

The man and his work have been a subject of 
controversy. He has outridden the storms, and now 
ina moment of calm is resigning. 

Mr. Lilienthal was born in 1899 in Morton, III. 
DePauw University, Harvard Law School, law 
practice in Chicago and service as Wisconsin Pub- 
lic Service Commissioner preceded the TVA job. 











Q What progress has been made to date, Mr. Lilien- 
thal, toward the possible use of atomic energy in peace- 
time? 

A Well, considering that it has been only a matter 
of three or four years, a great deal of progress has been 
made—a very good beginning. Some understanding of 
atomic energy’s potentialities is now beginning to be- 
come more clear. 

Q Can you give us, in a nutshell, an idea of what 
peacetime use of atomic energy really means? 

A I would say that what we have in the atom is the 
beginning of a new technology, comparable to other 
great technologies. This could be described as the Age 
of Radiation. 

The constructive uses of atomic radiation appear 
most promising in two particulars, and they are not 
too difficult to understand, if one doesn’t get into the 
depths of the technicalities. 

One is the use of atomic radiation in finding out 
more about the physical world and about the human 
body and about biological processes—the things upon 
which industry and human health are built. The other 
use of radiation is in the development of a wholly new 
source of energy. 

Our whole civilization is built in a sense upon these 
two things—knowledge and energy. This is, therefore, 
a very great advance as these two potentialities get 
into focus. They are both peacetime uses. I am not re- 
ferring at all to the fact that the atomic weapon to a 
considerable degree makes it more likely that we shall 
be free to pursue our peacetime ways. 

Q Now, when you say a great deal of progress has 
been made—will we have something to show in a year 
or so or in 10 years? 


A In one area—in the use of radiation as a great, 
powerful new sort of microscope opening into the in- 
terior of things—a great deal is going on today. 

There are perhaps 100 to 125 industrial establish- 
ments which today are making such use of materials 
that throw off radiation. These materials are phos- 
phorus, carbon, almost any ordinary substance which 
has been placed in an atomic machine and caused to 
become radioactive. 

This is true in industry, in agricultural research, 
nutrition, medicine and medical therapy. Most medi- 
cal research institutes and a great many hospitals have 
a variety of these materials for use in investigation of 
the cause of disease and in some cases for treatment. 

Q What persons can use these materials—are they 
specifically trained? 

A Of course they must be persons who are trained 
in the use of radioactive materials, but the technique 
is not a very difficult one. 

As an illustration, one of the important things 
doctors want to know more about is the circulation of 
the blood, and especially the circulation of the blood 
within the heart—and, indeed, the whole business of 
trying to find out what goes on within an organism 
while it is living and growing without, as they say, 
sacrificing it, or waiting for death. 

The use of radioactive materials is about as simple 
as this: You take some phosphorus or sodium com- 
pound, such as common salt, put it in a capsule, and 
put the capsule into an atomic furnace, such as at Oak 
Ridge, Tenn., where great radiation is going on be- 
cause of the chain reaction of the splitting of the atoms. 
This is an intense radiation. The bombardment of ra- 
diation inside the atomic furnace causes the phos- 
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Age of Radiation is viewed as just beginning—Coming decade is expected to 


add as much to health, longevity and food output as a century of the past— 


Atom called source of energy and key to knowledge of living things 


phorus compound or the common salt itself to become 
radioactive. When the salt comes out of the furnace 
it sends off rays and keeps on sending out rays for 
quite a long time. 

If a patient takes such irradiated material into his 
body the rays from the radioactive salt can be fol- 
lowed with a Geiger counter that clocks the radiation 
as it goes through the body—for instance, across the 
chest and through the heart. The medical man can 
tell how long it takes for the blood to move from one 
part of the heart to another, and so on. In this way 
you are really finding out something which through 
all these years has not been known. 

If you multiply this instance by hundreds of others 
you begin to get some idea of one peacetime use of 
atomic energy. 

Q Is atomic energy so important that it might con- 
ceivably be a means of prolonging human life, a means 
of supporting by food an increased population on the 
face of the globe? 

A I think it is very difficult to overstate the effects 
in just those terms. Certainly it involves fundamental 
biological information about the human body and 
about plant life, and the food that people eat. It means 
a magnification of knowledge in those fields beyond 
any comparable period. 

I would say within a decade, if we have made head- 
way on our chief problem—the problem of peace—we 
can look back on this decade as having a profound 
effect on health and the lengthening of life. 

I should think such a decade could mean at least as 
much as a century of some earlier period in the de- 
velopment of longevity and health, and in improve- 
ment in food production. 

These atomic materials—these radioactive tracers 
or isotopes—are so cheap and so inexpensive and so 
easy to have and can now be made in such quantity 
that it is not unreasonable to expect in a short time 
they will even be part of the training of high-school 

students. 


Table Salt That Radiates 


Q Would you give a layman’s definition of an 
isotope as a tracer? 

A I would say this is a substance which differs from 
other substances of the same chemical nature only in 
that it emits rays. Take salt. Salt as a tracer is in every 
way salt except that it emits energy in the form of rays 
which can be followed by a Geiger counter. 

Q What can be said now about what has been ac- 
complished so far, in relation to cancer particularly? 

A Well, isotopes certainly have been used success- 
fully in the treatment of certain types of cancer of the 


—Plummer from Black Star 


DAVID E. LILIENTHAL 


thyroid, because irradiated iodine finds its way at once 
on being swallowed into the thyroid and attacks the 
cancer cells. 

There is evidence that this same affinity that iodine 
has for the thyroid, and therefore irradiated iodine 
has for cancerous thyroid tissue, is applicable to ma- 
terials in relation to other parts of the body. If you 
can find that material which has a comparable affinity 
for the kidney or the liver, say, it may be possible to 
send radiations to attack a cancerous growth in these 
organs. In the case of this irradiated iodine, it not only 
went to the cancerous tissue in the thyroid, but it pur- 
sued the cancerous tissue which went from the thyroid 
to other parts of the body. 

Q What are the possibilities of atomic knowledge 
in respect to food? 

A In the field of agriculture and nutrition the po- 
tentialities through use of radioactive tracers are very 
great. With this radioactive material, a trained ob- 
server can actually tell while the organism is living 
what goes on inside, and this immediately translates 
itself to education in the facts of growth. We actually 
know little about growth partly because we have never 
before been able fully to follow the processes of growth 
in the individual cell. 

Q Can you give us an example of biological things 
that have been learned? 

(Continued on page 28) 
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A Well, biologists are able with tracers to assay the 
absorption of plant food into the cells of a growing 
corn plant, how much of it is used up and how much 
of it isn’t. Take another kind of crude example—the 
uptake of fertilizer. Farmers put hundreds of millions 
of dollars into the soil in the way of purchased fer- 
tilizers. How much of that is actually used; how much 
is wasted? This fertilizer can now have safe amounts 
of irradiated material in it and you can follow it up 
and tell how much was picked up in the plant—how 
much was not. 

It is interesting to note that nobody has been able 
to ascertain very well what happens to fertilizer after 
you put it in the ground—in some cases a large frac- 
tion of the farmer’s net income is put into the land in 
this way with no way of measuring how useful it is ex- 
cept in broad terms of yield and quality. 

Take another illustration of the use of atomic ma- 
terials today. One of the reasons for goiter is a de- 
ficiency of iodine in the soil or water. A doctor a few 
months ago came up with a paper for which he got an 
award which seems to indicate that goiter difficulties 
and probably others came not alone from the absence 
of iodine in the soil or in the processing of the food 
but from the presence of something in the soil which 
had a deleterious effect. 

So you start a whole new area of investigation. Some 
disease may be caused by substances that are picked 
up in the soil by plants, the presence of which cannot 
be detected by other means but which can be detected 
by irradiated atoms, because you are able to put these 
tracer atoms in the soil. Plants pick them up in their 
roots and in the stalks; these enter into the body as 
food. 

Q Can you say that the progress in the last three 
years warrants a prediction that in another two or 
three years there will be substantial accomplishments 
in the peacetime use of atomic energy, or 1s it a matter 
of many, many years? 

A Well, you can’t tell about knowledge, how fast it 
is translated into concrete applications. You can say 
we are in for a great period of development of new 
knowledge and the application of new knowledge. 


Uses in Peace More Potent Than Bomb 


Q Would you say that the emphasis that has been 
placed on the military uses 1s not in proportion to the 
great uses that can come out of peacetime? 

A Yes, I would say that the peacetime value of what 
we already know and are almost certain to find out be- 
cause of what we already know outweighs in the long 
run the value in a military sense. That is not to say 
that these military values are not considerable or that 
we haven’t been devoting ourselves very strenuously 
to them. 

Q But isn’t it true that the country, and perhaps 
the world, has assumed that the major value of 
atomic-energy discoveries is military? 

A Yes, and I think it is a great mistake in the world 
that this has occurred. There are two reasons: One is 









that we tend to delude ourselves and, second, we over. 
look these business-making and creative potentialities 

Q Is it possible to separate the two things and % 
along a path that leads to accomplishment in peace. 
time without yielding any essential information tha 
could be used against us in a military way? 

A Yes, if we could get over the jitters. The greg 
tragedy is that the thing that holds us back is not 
really in the nature of atomic knowledge. What holds 
us back chiefly is this: That anything labeled “atom” 
has been built up as a piece of black magic. It is pic. 
tured as a mystery, and as such has become a political 
stock in trade for a few jumpy gents who have scared 
most everybody else about anything atomic, however 
benign, however simple. 

This has had a very bad effect on our ability to ap. 
praise the peacetime values, and more particularly it 
has resulted in a blanket of secrecy over things that are 
no more secret than the rising of the sun. 

Q Then there is no secret about it? 

A Not in the sense in which it was sold as “the 
secret.” It takes a long time to get over the notion that 
the structure of the atom, which is basic knowledge, 
was somehow invented at Oak Ridge, Tenn., and isa 
deep, dark secret. This is a mischievous kind of mis- 
conception. And some people make it part of their 
political bag of tricks, to the detriment of our progress, 


Only Weapons Need Be Secret 


Q Could you say atomic energy itself is basic and 
no secret, but an application of it for a destructive 
purpose is the only thing that ts really secret? 

A Yes. When it comes to the weapons side I think 
we ought to work very, very hard to keep these things 
for ourselves. I think any amount of effort expended 


on weapons secrecy is worth the effort. I think there ] 


should be the same kind of effort you put in keeping 
a device for a submarine secret, because you don’t want 
others to know you have it—but it’s not because you 
think it is a thing that others might not hit on on their 
own. We must think about it in those terms instead of 
as black magic, and apply secrecy to this field of the 
military the same as we do with other military weap- 
ons. We don’t go around talking about our latest de- 
velopments in radar or submarines. 

Q Can peacetime energy uses be pursued agégres- 
sively without impairing the military secrecy? 

A Yes. So far as the use of these atomic materials 
I have been talking about, the answer is an unqualified 
yes. 

Q Is there any objection to disseminating that type 
of information throughout the world? 

A None. On the contrary, this dissemination of 
knowledge about advances in health and plant life and 
so on is one of the great answers of America to the 
world as to what we really wish to do with the new 
technology. As in the past, we are going to use it for 
ourselves and for others to raise the standard of living 
and show that under our kind of society we do this 
better than anybody else does. 
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But there is an area where dissemination of knowl- 
edge cannot be the rule. That qualification occurs in 
connection with the development of power. This in- 
volves big machines and is quite a different thing—a 
thing in the remote future, if you are one of those who 
think 20 or 25 years is remote, or in the near future, if 
to you that seems just around the corner. 

Q You do think there will be industrial use of atomic 
power in that time? 

A Yes. I am sure they will be relatively high-cost 
plants. 

Q Would you say 10 years or 25 years on power 
development? 

A I would say we could get practical plants going 
in 10 years, but in 25 years we will have some very re- 
spectable plants, in a cost sense. 

Q What kind of things will they do? 

A Produce heat by which to produce electric power. 

Q For what purpose—it might be a higher cost than 
hydroelectric or coal power? 

A I think it would be used in those places where 
fuels are scarce, or in doing jobs where cost is not as 
important as high performance—on shipboard, on sub- 
marines, for instance. 

Q Would you say in a country like England, an 
atomic plant would revolutionize their power? 

A Well, of course, they do have good coal. But even 
in the United States we have places where fuel costs 
are relatively high. We have areas where transporta- 
tion is a problem. These would be fairly good places for 
the development of atomic-power plants. Certainly 
there are areas of the world where there is not yet a 
transport system and where we have a great interest in 
developing a market for machinery. 

Q What is to be done first? 

A Well, today we have the experimental reactors 
which we have just announced for building out in 
Idaho. 


Making Fuel or Power or Both 


Q What would be a definition of a reactor—a device 
for increasing the quantity of fuel? 

A It’s a machine into which you take atomic ma- 
terials that will sustain chain reaction and in the proc- 
ess either make more fuel, or power, or both. Reactor 
is really a generic term applied to atomic machines. 

Q Then a reactor is a machine which splits the 
atom? 

A Yes, that’s about it. 

Q Can you give us a definition, not necessarily pre- 
cise but which laymen might understand, stating just 
what an atom really is? 

A Well, you can’t see an atom. This pencil in my 
hand is made up of tiny, quite unseeable units which 
are called atoms. These atoms themselves are made 
up of subparticles. You don’t have a solid mass—you 
have space between particles. 

The center of each of these units is a hard core, 
called a nucleus. Each atom of whatever material or 
substance has a nucleus. When you split an atom, you 





are really splitting the nucleus. You actually send a 
bullet out—a neutron, a projectile, which cracks the 
core. In the process of cracking it you change the mass 
or the weight of it. 

When you change that mass, you release energy. 
This comes back to Einstein—you can’t destroy any- 
thing, you can switch it from mass to energy. And 
now the scientists are busy changing things back from 
energy, which is motion, to mass. 

Q What will the breeder reactor do? 

A Our physicists and engineers believe it can trans- 
form atomic material that is not in nature capable of 
being atomic fuel into the kind that is fuel. If it works, 
it will be a plant which will create more fuel than 
it uses. It’s like putting money in the savings bank. 
This fuel, by operating on other material which is not 
fuel and therefore relatively low in cost, produces fuel 
as it produces power. 

If the rate of return is 10 per cent—that is, for 
every 100 units of fuel you put in you get out 110— 
you have a saving in fuel cost. This is one of the 
limiting factors—this very valuable fuel. If you get a 
reactor that produces power while it increases the 
amount of fuel, you’ve got a bankable proposition, 
I'd think. At the same time as yoy make more fuel 
heat is created and the heat would be drawn off to 
produce electric power—that is the purpose of the 
experiment, to see if this theoretically possible thing 
will work in practice. 


A Whole New Source of Energy 


Q Could you say that the peacetime uses of atomic 
energy are in the direction of new and perhaps im- 
proved forms of fuel, improvement of agricultural 
processes, and betterment of health? 

A I would say we are going to use radiation in peace- 
time for the production of a whole new source of 
energy. The magnitude of that alone is tremendous. 
Then the other phase, through the use of tracers in 
medicine and agriculture, nutrition and industry, re- 
lates to knowledge and to growth, production and 
health, and is not related to power. 

Tracers are in active use and multiplying every 
week. with the greatest potentiality for an accelerated 
industrial, agricultural and health development in 
modern times. 

On the power side, you have a longer period of 
development. Take a unit of this fuel in the amount 
of uranium which one could hold in one’s hand—say 
3 or 4 pounds. If you burn that much coal‘or oil 
you would have a negligible amount of energy. If, 
however, you split the atoms of that much material, 
you multiply the amount of energy by 2 or 3 millions 
of times. A handful would be equivalent to 2,500 or 
3,000 tons of coal. 

Q But to produce that uranium in your hand would 
cost a tremendous amount, wouldn't it? 

A No, it’s more expensive than some metals but it’s 
not actually as costly as you might think. 

(Continued on page 30) 

















Q It’s very rare, though, isn’t it? 

A Not really. What is rare is high-quality uranium 
ore. There is uranium in all the earth’s crust. You 
could get quite a lot if you processed the stone in the 
Washington Monument. I don’t recommend this. The 
amount of uranium reserves that we now know about 
may be only a fraction of the reserves that are in the 
world, because no one has ever really searched for the 
stuff before. 

Now the chances are very great—experience has 
confirmed it thus far—that this great search for ura- 
nium in which we are now engaged, probably the most 
intensive search for anything, will considerably mul- 
tiply the amount of known reserves. 

Q And if you use those for “breeder” reactors, you'll 
get even more? There's no limit, is there? 

A If the “breeder” principle proves out, it will mul- 
tiply the amount of material by whatever the breeding 
ratio is. 

Q Isn't there a possibility, in trying to disseminate 
knowledge about this in peacetime, that the people who 
will acquire that knowledge can convert that informa- 
tion or knowledge into destructive uses of a military 
nature? Is that a risk? 

A Well, as I have said it’s our duty to withhold 
knowledge whose publication would adversely affect 
our security. And this includes a great deal in the 
reactor field. But this has to be applied with some 
common sense. The atom itself is no “secret.” The 
very fact that the Manhattan Project was manned by 
scientists from Denmark and Italy and Norway, and 
so On, is simply ancther way of saying that this is part 
of a universal knowledge. 

We will have to be prepared for the fact that other 
people with inquiring minds and a knowledge of chem- 
istry and physics will of course hit on their own appli- 
cation of the knowledge. The risk that basic scientific 
knowledge will be used for military purposes is always 
there, but in my opinion it has been greatly overstated. 


Industries Can Buy Tracers 


Q This peacetime use as a whole is now entirely 
Government, just as the military use is Government, 
isn’t it? 

A No, it isn’t. In the field of tracer radiation all we 
do is provide the atomic furnace in which the mate- 
rials are placed to make them radioactive. Industries 
that want such materials can buy them at a list price, 
and we provide the shipping containers. But the use 
of these materials is in the hands of the industry. 
That whole area is left to these nongovernmental 
activities. 

Q How would you describe the Government monop- 
oly at present? 

A The law provides that the Government shall be 
the exclusive owner of plants and facilities for the pro- 
duction of atomic material and, of course, the weapon- 
eering. The Government is the sole and exclusive 
buyer and owner. That’s roughly the scope of the 
Government monopoly. 


Q Do you think that monopoly should be continued 
on and on? 

A No, I don’t, not a day longer than it takes to 
figure out workable alternatives. I don’t know of any 
instance in American industrial history in which a new 
technology with great value for industry began with 
a Government monopoly. 

The reason it is true of atomic energy is simply 
that it started out as a war baby. The plants were all 
paid for by the Government and they are intimately 
related to national security. 

I think the Government ought to get out of it as 
far as it can and as fast as it can. That will not be 
easy, but we ought to start working at it now. 

What we have is something like this: We have the 
Government as the sole purchaser of the material, the 
sole owner of the facilities. Therefore, it’s a tough 
case. In the case of uranium ore, the Government has 
deliberately stayed out of mining. We do set a price, 
but only to cause the mining to go on. Then as to 
“feed material,” we provide some of the plants. It may 
be that this stage of the process could be largely accom- 
plished on the basis of private investment, if the 
market is assured. 


Minimizing Government Control 


Q What do you mean by “feed materials’? 

A The intermediate substances between raw mate- 
rials and materials that go into the plants at Oak 
Ridge and Hanford. When it comes to these latter 
plants—and they are enormous establishments—what 
we try to dois this: Instead of having the Government 
operate these plants, we provide a contractual relation 
with some private concern and we give that concern 
as much room for managing as it possibly can take. 

We have been trying to get in-the position where 
governmental control would be minimized, and the 
responsibility of the private contractor would be at the 
maximum. One effect of the Congressional investiga- 
tion of last spring and summer was to make it appear 
that industrial contractors might just as well be a Gov- 
ernment agency so far as their initiative and freedom 
from red tape is concerned. The kind of thing that 
went on in that investigation discouraged private 
initiative. 

The chief investigator breathed the very bureau- 
cratic spirit we had worked so hard to avoid: the spirit 
that says: “Play it safe, don’t stick out your neck: 
getting action, getting things done isn’t as important as 
never making a mistake.” That’s a hell of a doctrine! 
The damage to American leadership by the investiga- 
tion has therefore been considerable. 

This is quite a setback in a country which has al- 
ways depended upon people going ahead and taking 
the initiative. 

Q Do you think it would be safe to let private in- 
dustry handle an atomic pile? 

A I think it could be safe. One difficulty is to find 
an incentive for private industry. It takes a large 
investment. 
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I think the important first step is this: Don’t let us 
resign ourselves to letting it become a permanent Gov- 
ernment monopoly. If you don’t keep trying, if you 
just say, “Well, I guess this whole field has to be run 
as a permanent Government monopoly,” I think it will 
be a pretty sad day for our country. 

Q Could you give us a parallel that would illustrate 
for the average man the result if the Government mo- 
nopoly had been employed in other fields of new 
knowledge—for example, electronics? 

A Certainly electronics. Also the airplane—here 
clearly was an ifvention which everyone knew would 
be most important militarily. It could revolutionize 
warfare. Therefore, it might have been said that all 
airplanes should be owned by the Government, all the 
output should be purchased by the Government, and 


so on. 


Example From Auto Industry 


Q How about the automotive industry? 

A The automotive industry would have been sub- 
ject to pretty much the same thing. The proximity 
fuse has been one of the very great developments in 
warfare. There are some people who think it is as 
great in terms of defensive potentialities as the atomic 
weapon. That I don’t know. But it was a huge under- 
taking. That didn’t mean that we just took over the 
electronic field as a Government monopoly. There are 
important differences between the two cases, atomic 
energy and electronics, but the point remains. 

Q How can you describe the extent of knowledge 
outside this country of atomic energy? 

A Well, the British and the Canadians were our 
wartime partners, of course, and they have very ex- 
tensive knowledge. 

Q If they had the money, could they build bombs? 

A Oh, yes. They will have bombs. Reading [Atomic 
Energy Commissioner Robert F.] Bacher’s testimony 
before the Joint Committee [on Atomic Energy] you 
see how the whole mission of distinguished British 
scientists co-operated with the American scientists to 
build the bomb. They are distinguished men and they 
contributed mightily to the project. 

Q What about the German scientists? How exten- 
sive was their knowledge? 

A The report on German progress indicates that 
they didn’t get very far. The French have a research 
reactor. They do know the fundamentals. 

Q How far could one go in attempting to make an 
accurate statement about Russian knowledge? Could 
it be said that the Russians either have the knowledge 
or are in a fair way to obtaining enough knowledge to 
build many atomic bombs? Would scientists generally 
agree on such a statement? 

A That would depend on how much information 
the scientists had. I think it must be presumed that the 
Russians have accomplished a bomb. You would have 
to start with how much knowledge this required and 
what industrial facilities were required. It is some- 
thing I wouldn’t want to go into. 


Q Does it indicate that the Russians have scientific 
knowledge to do those things which we in this country 
have assumed they haven't got? 

A They have had the knowledge at least to go this 
far. I think it is generally wise not to underrate a com- 
petitor. 

Q What about other countries of the world, other 
than Britain and Canada? Are there any other coun- 
tries that might suddenly pop up—Switzerland or 
Argentina, for instance—with a great advance in this? 
Are there any important things being done on atomic 
research in other countries? 

A Well, on the use of tracers there is a fair amount 
of activity in a good many places because this does 
not require great resources. But the development of 
reactors for power and breeding comes uncomfortably 
high per machine—25 million dollars or even more. 
This is a very large sum to a great many countries, 
including our own. 

Q And would it be possible for reactors to be in 
commercial hands? 

A If you mean from the standpoint of a purely do- 
mestic program, it seems to be possible. Of course, you 
would have to have some supervision—for one thing, 
you would have to be sure of health conditions the 
same as you do with a lot of other things. You’d want 
to be sure the material inside was kept inside. After 
all, it is an explosive material. 

Q No military secret is involved in running a re- 
actor, then, is there? 

A The building of a reactor should be done under 
restrictions because a machine that will create this 
material is, of course, the producer of a very important 
military potential. But the same is true of proximity 
fuses. You don’t want proximity fuses around loose, 
either. 

Q And commercial industry does make proximity 
fuses? 

A Sure. Just because you need TNT for the Army 
no one proposes a Government ownership of all the 
TNT plants in the country. 


Federal Monopoly Opposed 


Q Do you think some day we could separate weap- 
oneering from other atomic activities and say that 
weaponeering should be a Government monopoly and 
the rest should be outside that monopoly? 

A I know of no public policy more important than 
getting this new technology off on the right foot. Let 
us say weaponeering is a Government monopoly. 
Even there, the Commission has worked hard to get 
private contractors into the picture, and has succeeded 
in persuading Western Electric, Bendix and others to 
do a big job. As to weaponeering then, let’s keep that 
as a Government monopoly. 

And for the rest, I’d say the burden of proof is on 
the fellow who says this has to be a Government 
monopoly forever more. I'll settle for some intelligent 
discussion instead of having people say, “Shhh—the 
atom—don’t talk about it.” 
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U.S. Officers on Okinawa Make Own Huts Out of Packing Cases, 
But Help Is Coming in Form of Money and Experts to Build Base 


OKINAWA 

HE NEws has reached this tiny, war- 
ecend island that the U.S. intends to 
convert it into powerful, permanent 
military base in the Pacific. It comes none 
too soon to the Americans who have been 
on occupation duty here since the end of 
the war. 

To many of them, Okinawa is a sorry 
mess. They call it “The Rock” and 
“Siberia in the Pacific.” 

Okinawa is only 500 miles from China 
and within relatively easy bomber range 
of Russian air bases in the Far East. It has 
the biggest concentration of U.S. air- 
fields in the Pacific. But the typhoon-bat- 
tered and neglected island has become a 
soft spot in U. S. defenses. As a base, it is 
all but untenable. 

Now 75 million dollars has been al- 
lotted to start making samething out of 
the place, from a military standpoint. But 
nobody on duty here underestimates the 
task. 

The U.S. military establishment on 
Okinawa consists of the Twentieth Air 
Force, with about 8,000 officers, enlisted 
men and civilians; the Ryukyus Command 
Headquarters, and an Army division for 
eround defense and Air Force support. 

Except for a few typhoon-proot houses, 
most of the men and their families as- 
signed to this island live in Quonset huts 
—many of them erected right after the 
war. They have been bufteted by a dozen 
typhoons. Periodically, whole areas of 
buildings are destroyed or so badly dam- 
aged that they become almost useless. I 
visited a number of family quarters with 
leaky roofs, broken windows, faulty 
plumbing and inadequate ventilation. 

Living quarters of the men without 
families are no better. Many bachelor of- 
ficers have built their own shelters from 
discarded packing cases and tin recovered 
from junk heaps. Enlisted men are quar- 
tered in crowded Quonset barracks. Sol- 
diers complain that, even though they are 
willing to make their own repairs, they 
can’t get the materials and have to do a 
patchwork job. One officer whose house 
was wrecked by a typhoon last July still 
is trying to get the place fixed up. 

“If they can’t give us decent housing,” 
he told me, “they ought to give up and 
get out of here.” 

Recreation facilities, until a few months 
ago, were practically nonexistent. There 


32 


are now several theaters and ball parks, 
but they can accommodate only a hand- 
ful of the 15,000 Americans. All native 
villages are off limits. 

Millions of dollars’ worth of supplies 
have been ruined because of the inade- 
quate storage buildings. In last July’s big- 
gest typhoon, one warehouse, containing 
aviation equipment valued at hundreds of 
thousands of dollars, was destroyed and 
most of the supplies ruined. During the 
last four years many of the buildings used 
by military government have had to be re- 
built after each typhoon—and there have 
been a lot of them. 

I talked with one officer commanding a 
radar unit who said he is constantly being 
asked for time off by men who want to 
work on their houses. One sergeant with 
a wife and infant daughter still is living 
in a Quonset hut that was condemned as 
unfit for human occupancy more than 
four months ago. 

The men complain about other things 
than the living conditions on Okinawa. 
For one thing, almost every unit  sta- 
tioned on the island is 25 to 50 per cent 
under its full strength. Some outfits, 
such as the Army Engineers, have to 
work seven days a week because of the 
shortage of man power. 

In one dispensary, three medical off- 
cers are responsible for the health of 8,000 
officers, enlisted men and their depend- 
ents. They treat 125 or 150 patients a day. 
Another complaint is that supplies take 
months to reach their proper destination. 
Doctors in an Air Force dispensary have 
been unable to obtain some types of 
medicine for weeks on end. They often 


are forced to beg or borrow supplies from 
ships that call at Okinawa. 

The Okinawans are, if anything, worse 
off than the Americans. Not a single per- 
manent building was left standing after 
the war. The people live in shacks made 
from the wreckage of battle and storm, 

Okinawa is almost entirely dependent 
on American food shipments to avoid 
hunger. The nonfarming population, 
which relies on imported food, is hard 
pressed to get enough to eat. This year, 
11 million dollars is being spent to import 
60,000 tons of food. Economic experts 
see little hope of ever getting the island 
on a self-supporting basis. 

Now that the decision has been made 
to develop the U. S. base here, better con- 
ditions are promised both for the Oki- 
nawans and for the Americans on duty. 

Political, economic and technical spe- 
cialists are being recruited to man mili- 
tary-government posts. Top experts in 
General of the Army Douglas Mac- 
Arthur’s headquarters in Japan are being 
drafted for temporary duty on Okinawa. 

The Americans who man the base are 
promised better housing and more recrea- 
tional facilities. The first 75 million dol- 
lars made available is to go to build ty- 
phoon-proof houses, warehouses, work- 
shops, barracks, office buildings, theaters 
and clubs for officers and enlisted men. 

But the experts I talked with are fairly 
certain that the 75 million dollars is only 
a starter. They say it will take another 150 
million or 200 million dollars to compete 
the program of developing Okinawa into 
a permanent base that will not be blown 
away with each new typhoon. ip 
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This fast new 


BURROUGHS 


MODERN, FUNCTIONAL DESIGN 
NON-GLARE, SHORT-CUT KEYBOARD 
NEW SURE-TOUCH KEYS 
BURROUGHS SPEED AND DEPENDABILITY 


This modern, clean-lined Burroughs 
adding machine belongs on your 
desk... belongs on every desk where 
occasional figuring is done from day 
to day. 
Why? Because the time, trouble and 
errors of mental arithmetic cost a 
great deal more than the price of the 
machine. 

*Delivered U.S.A., plus applicable taxes... 


WHEREVER THERE’S BUSINESS THERE’S 


It’s the finest machine by far for the 
money—fast, accurate, easy to use. 
But don’t take our word for it. Get a 
demonstration today by calling your 
Burroughs office or filling in the 
coupon below. Other Burroughs 
adding machines include models 
with electric operation, direct sub- 
traction, various totaling capacities. 


as little as $12.50 down, as long as 18 months tf pay. 
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BURROUGHS ADDING MACHINE COMPANY, DETROIT 32, MICHIGAN 


(] Please send me descriptive folder 
and prices on Burroughs adding 


machines. 


(1 I would like to see a demonstration at 


my place of business. 
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“In proportion as the structure of a govern- 
ment gives force to public opinion, it is essen- 
tial that public opinion should be enlightened.” 

GEORGE WASHINGTON 


December 9, 1949 
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WHO IS THE ‘QUARTERBACK’? 


BY DAVID LAWRENCE 


Maybe the Air Force won only a Pyrrhic victory 
in the recent Battle of the Pentagon. 

Maybe, after all, the Navy will soon be winning 
its fateful crusade for a truly global strategy and a 
balanced defense. 

Maybe the very discussion of how the next war 
may be fought will bring sensible people everywhere to 
the sober conclusion that it never ought to be fought. 

Officially we are asked to believe, however, that 
there is a grand strategic concept somewhere in the 
hush-hush precincts of some master mind in the 
Pentagon. Though it never has been revealed, the 
members of the armed services are supposed to accept 
it as a piece of intangible wisdom reposing in utmost 
secrecy in the brain of some ‘“‘quarterback,” as yet un- 
identified, who is supposed to “call the signals for 
our All-America defense team.” 

The “instant relation’’ doctrine: Nearly a year 
ago, the Secretary of the Air Force, W. Stuart Sym- 
ington, in public speeches said that intercontinental 
bombers could fly non-stop, drop the atom bomb on 
targets 4,000 miles away, and return to their bases 
on this continent. 

Congress bought the “instant retaliation” doctrine 
as an inexpensive way to defend ourselves. Though 
the Air Force chiefs went over the head of the Secre- 
tary of Defense and the President of the United States 
—and were not called “fancy Dans” or “disloyal” 
—Congress voted a 70-group Air Force last year as 
recommended by the Air Force. Almost a billion dol- 
lars is being spent for the B-36 despite the fact that 
its value was questioned and its true usefulness had 
never been evaluated by the Weapons Systems Evalu- 
ation Group set up in the Pentagon for that purpose. 
Lately the “quarterback” in the White House recom- 
mended a 48-group Air Force. The “quarterback” in 
Congress voted a 58-group force. 

When Navy dissenters protested against the nulli- 
fication of air power over the seas and that the Navy 
was, in effect, forbidden to use the atom bomb as a 
weapon, their leaders were called upstarts and im- 
pudent “rebels.” They were accused of disobeying the 
laws of the land—their loyalty was questioned. 


But all the Navy men had really done was to ques. 
tion the so-called grand concept which they had heard 
about for the most part only by reading the news. 
paper stories and the speeches of spokesmen for the 
other armed services. 

Atom for all: The Navy men did not oppose the 
use of the atom bomb if confined to precision bombing 
of military targets. They themselves wanted to use it 
tactically—indeed, in a way comparable to that an- 
nounced last week by General Lawton Collins, Chief 
of Staff of the Army. He said it would be used by 
ground troops. So the patent rights of the Air Force in 
being the only service to carry the atom bomb evi- 
dently expired overnight—another blow at the grand 
strategic concept. 

The Navy men argued that land-based planes of 
the enemy could come out to sea and attack our 
ships and that a navy without air power with which 
to retaliate was not a modern navy at all. 

Meanwhile, in the midst of our debate, the Rus- 
sians put on an atomic explosion. It was officially 
announced that what the Russians had done would 
not affect our basic strategy in the slightest. The Sec- 
retary of Defense and General Bradley nevertheless 
hurried off to Paris to reassure the European nations. 
For if the Russians did have the bomb, would they 
threaten to use it on defenseless people in Frankfurt, 
Paris, London, Oslo, Rome whenever any of our 
B-36’s dared to take off with a load of bombs destined 
to burn to death millions of the Russian people? The 
Russians need to make less than a dozen atom bombs 
to promulgate an “instant retaliation” strategy of 
their own. 

Plainly our “instant retaliation” strategy has be- 
come a bit risky—if, indeed, feasible any longer. For 
it has been revealed to the Europeans as being a self- 
ish American concept—we would sit over here with 
our B-36’s and let the Europeans shed their blood and 
be overrun by Russian bombers and land armies. This 
has been seized upon already by the Communist prop- 
agandists. That’s why it became necessary for our of- 
ficials to say something publicly about our so-called 
strategy. 
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.$, News & World Report are written in their entirety by the other 
ternational news irrespective of the editorial views expressed here.) 


“1! wholly disapprove of what you say but will 
defend to the death your right to say it.’ 


VOLTAIRE 





Concept of “instant retaliation’ loses force in face of military actualities of today— 


Defense of Alaska and in Mediterranean and Pacific neglected in confused 


grand strategy—Tactical use of atom bomb makes it all-service weapon. 


Therefore Secretary of Defense Johnson and Gen- 
eral Bradley announced from Berlin last week that 
there was no intention on the part of the United States 
to rearm Germany—“at this time.” 

This was supposed to allay French fears of a re- 
surgent Germany. The phrase “at this time” was 
supposed to allay the fears of the German peoples 
about a Russian invasion. It was supposed to reassure 
the Europeans as a whole that a land army would 
be created out of the Western allies’ man power as 
well as our own. 

So a land army for Europe big enough to stop the 
Russian advance is now part of our grand strategy. 
Yet the United States is virtually ceasing to draft man 
power and Europe is being given arms and money 
to build its own defense army. 

Publicly we have committed ourselves to the de- 
fense of Europe. 

But then what do we read? 

The Mediterranean—from which area an offensive 
could be mounted that might cut Russia in two—has 
been abandoned. Announcement is made that vir- 
tually all our aircraft carriers have been “put in 
mothballs.” 

It would be difficult today to mobilize on any of 
the seven seas a first-class task force capable of pro- 
tecting our shipping against the ravages of the land- 
based bombers of the enemy. Air power for our Navy 
has been squelched. It would take at least nine months 
to get such a fleet out of mothballs and train the fliers. 
We would have to send gasoline and troops and sup- 
plies for the Mediterranean area via the southern tip 
of Africa for nine months. 

What becomes then of the “instant retaliation” 
theory in southern Europe? 

Abandoning Alaska: What else has happened to 
our grand strategic concept? 

We have also abandoned Alaska. Her Governor 
broadcasts this from the housetops. Army and Navy 
bases are being abandoned there, even as Siberian 
bases are built up by the Soviets and our war plants 
are being moved inland from the Pacific Coast. And, 
what’s more, there is no radar system in existence to 


warn American cities against approaching enemy 
bombers that come over the Arctic through Can- 
ada to attack our war plants in Central United 
States. Nor are there enough picket ships in the At- 
lantic or North Pacific to form a radar screen of in- 
terception. 

Who is the “quarterback” of radar? Is it the Con- 
gress which at first declined to spend the money and 
then gave the Defense Department discretion to use 
some other money for the purpose? * 

What is the grand strategy? We certainly have 
almost abandoned the defense of the Pacific Ocean. 
We know Russia has submarines coming out of 
Siberia. Soon they will have bases on the Chinese 
coast, from which point they could play havoc with 
the supplies destined for Okinawa and Japan, where 
our bombers are based. 

Using only guided missiles and materials known 
to everybody at the close of World War II, American 
submarines have successfully fired such missiles a dis- 
tance of 200 miles. What does this mean to our Pacific 
Coast cities? What does it mean for our bases in the 
Near East? Russian submarines are already roving 
the Mediterranean from Albanian bases. 

But our grand concept perhaps is to proclaim that 
“Russia has no navy” or that our “mothball’” Navy 
is three times the strength of all the other navies. 

Who is the “quarterback” who has decided that we 
need not defend instantly with air power the Pacific 
or the Mediterranean or the Indian Ocean or the 
Atlantic? 

Who is the “quarterback” who has decided that a 
few European divisions can do our fighting against 
the Russian land armies? 

Who is the “quarterback” who has decided, or failed 
to decide, that we must presently rearm Germany and 
put the German General Staff back into power—for 
they alone know how to train German troops? 

What is the grand strategy? And does Congress— 
which is paying out $16,000,000,000 a year of the tax- 
payers’ money—know what kind of defense it is buy- 
ing for the money? Who is the “quarterback” on “the 
All-America defense team”? 














pat 5... finish patchwork, cook, scrub, 
[ iron, clean, put up fruit—all by hand! 

That was life with Grandma—but not for you! 

You live in America’s great Electrical Age!... 

. .. With toasters, dishwashers, washing ma- 
chines, vacuum cleaners, lights, radio, television 
and telephones—all automatic! 

To make possible these magic aids for good 
living, U. S. A.’s electric power industry gener- 
ates 45% of the world’s total electrical energy 
to serve but 7% of the world’s population .. . 
relies on big producing companies like Allis- 
Chalmers for turbines, generators, transmission, 
distribution and control equipment. 

Ever since 1889, Allis-Chalmers has helped 


electricity grow—is today one of the Big 3 in 


electric power equipment . . . biggest of all in 


range of major industrial products! 


ALLIS-CHALMERS MANUFACTURING 
1388 South 7Oth Street, Milwaukee 1, Wisconsin 


Restoring veteran hydraulic tur- 
bines to modern performance stand- 
ards is important work at A-C.. . 
helps meet the ion’s ever-growing 
demand for in ' electric power 
producing ec: 


New coal washing plant, one of 
world’s largest, is installing 58 A-C 
vibrating screens—will clean 28,000 
tons of metallurgical and steam coal 
daily by latest heavy media process. 


COMPANY 


Recent $80,000 order for A-C 
Solids Handling, water and liquor 
pumps will allow West Coast paper 
mill to handle huge volumes of liquids 
and paper pulps at top efficiency, 
low cost. 


Every basic industry — 
transportation, air 
conditioning, petroleum, 
paper—counts on 
A-C’s 102 years 
of machine-building 
experience for top 
quality in products 
and equipment! 





LLIS-CHALMERS 


One of the Big 3 in Electric Power Equipment — 


Biggest of All in Range of Industrial Products 
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New RCA electron tube gives today’s amazing 
computing machines an indispensable memory 


Tube with a memory Leeps answers on Tile 


So complex are present scientific 
studies—such as in atomic research— 
that just working out the “arithme- 


tic” could easily take up all of our 


scientists’ time. 

Short cut through this drudgery is 
found in huge electronic computers, 
able to add or multiply numbers as large 
as a thousand billion in millionths of a 
second. But such speed is valueless un- 
less—with comparable speed—the re- 
sults of countless computations can be 
kept “on file” and taken out again. 


Such a “file” now exists in the Selectron 
tube, developed at RCA _ Laboratories. 
Electronically it retains figures fed into 
calculating machines, stores them while it 
memorizes new ones—speeds intelligent 
solutions through mazes of mathematics. 

Uses of RCA’s Selectron tube are 
many. It will help atomic scientists ac- 
quire new and needed knowledge... 
provide new information on supersonic 
flight . .. even help make rapid weather 
predictions! It is an invaluable instru- 
ment in the scientist’s campaign to pen- 
etrate the unknown. 


For your benefit: 


Development of the Selectron tube i 
another of the basic advances pioneered 
at RCA Laboratories. Continued leader 
ship in science and engineering adé 
value beyond price to any product & 
service of RCA and RCA Victor. 
* * * 

Examples of the newest advances in radis 
television, and electronics—in action —mé 
be seen at RCA Exhibition Hall, 36 We 
49th St., N. Y. Admission is free. Radio Cor 
poration of America, Radio City, N. Y. 2 


RADIO CORPORATION of AMERICA 
World Leader in Radio — First in Television 
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HONG KONG....SHANGHAI....PANAMA CITY.... 


>> It's one dilemma after another for the U.S. in China. Though the world's 
No. 1 power, the U.S. is being pushed around by both the old and the new govern- 
ments of China. U.S. policy of waiting for the dust to settle isn't working out. 
The dust isn't settling. Outlook, seen from Shanghai and Hong Kong, is this: 

U.S. officials in China will continue to be maltreated by Communists. 

U.S. merchant ships will continue to be fired on by Nationalists. 

U.S. defense of Formosa is soon to become a very urgent question. 

Action by United Nations, seating Chinese Communists, is to be expected by 
next spring or summer. As things stand, U.S. won't be able to stop this. 

U.S. recognition of Communist China, opposed now, is to seem more desirable 
in a couple of months, after Britain, India and others recognize Communists. 

Communist advance into Southeast Asia is to be pushed hard by Chinese Com- 
munists. Indo-China is first target. It's not clear how U.S. can stop advance. 




















>> Manhandling of U.S. officials in China has more to it than meets the eye. 
Repeated incidents, going on for months now, suggest that Communists have 
adil definite purpose in mind. Incidents apparently aren't unplanned, accidental. 
lemony, High U.S. officials, including the U.S. Ambassador, have been involved. 
Communist accusations are getting rougher, more and more extreme. Idea now 
seems to be to accuse U.S. officials of beating Chinese workers, robbing Chinese 
employes of wages. Effect is to give U.S. a black eye before all Chinese. 
Impression in Hong Kong is that this adds up to a carefully planned Commu- 
nist policy, made in Moscow. Purpose is not merely to cause U.S. to lose "face" 
in Asia. That's incidental. Purpose is to force U.S. officials out of China, to 











ube i erase from Chinese minds any lingering friendship for U.S. or U.S. ideas. 

neerec 

leader >> Moscow's reasoning seems to be that Russia can't move into China, really 
, adi control the country until U.S. officials and influence are rooted out. Moscow 


uct oF 
realizes that for generations the U.S. had a reputation among Chinese as China's 


best friend, almost her only one. Communists are out to destroy that reputation. 
. radia Since Britain isn't in the same category, British officials are left alone. 
a Moscow doesn't care, then, whether U.S. recognizes Communist China or not, 
ee apparently intends to make recognition as hard as possible for U.S. to swallow. 
China presumably can get imports she needs from nations that do recognize her. 
U.S., on this basis, is left out in the cold, on the outs with both new and 
old rulers of China. Communists persecute U.S. officials, but U.S. can't do much 
about it, short of going to war, except write notes of protest. Chinese National- 
ists, though almost shoved out of China, can still use Navy U.S. gave them to 
take pot shots at U.S. shipping. U.S., as a friend, can't do much about this, 
(over) 
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either. Anyway you look at it, U.S. is over a barrel in China. 








>> Now Formosa emerges as Still another headache for the U.S. 
U.S. fear is that Chiang Kai-shek may not be able to defend the island. 
Communist control of Formosa might give Russia a base in the China Sea. 
U.S. defense plans, however, have assumed all along that Formosa would be in 
friendly hands. Soviet control of the island would disrupt these plans. 
Communists, if on Formosa, would be only 225 miles from the Philippines, 355 
miles from Okinawa, athwart shipping lanes from Japan to Southeast Asia. 
Proposal, therefore, is for U.S. armed forces to move into Formosa, counter- 
ing any Communist move, making certain the island stays in friendly hands. 











>> So far, this is just a proposal. U.S. officials, actually, are inclined to 
be leery of it, afraid of where it might lead. Among the complications..... 

To Chinese, use of U.S. troops in defense of Formosa automatically puts U.S. 
into the middle of China's civil war, a position U.S. has tried to avoid. 

To Asiatics generally, U.S. troops on Formosa will look like U.S. interven- 
tion, hard to square with U.S. talk of independence for peoples of Asia. 

To Russians, question is whether U.S. move will seem an act of war. 

To United Nations, U.S. action on its own may call for explanation. 

Technically, Formosa might be considered Japanese territory, until peace 
treaty with Japan is signed. On this basis, U.S. as occupying power in Japan may 
have a case for occupying Formosa, perhaps as trustee. Embarrassing difficulty, 
however, is that, at Cairo, President Roosevelt promised Chiang Kai-shek that 
Formosa would go back to China when the war ended and peace followed. 

U.S. problem now is that it can't safely turn Formosa over to China's new 
government, can't be sure Chiang Kai-shek can defend it, and can't send U.S. 
forces in to defend the island without getting involved in still more trouble. 

Pressure on U.S. to act, nevertheless, is building up. As Soon as Commu- 
nists mop up the rest of China's mainland, attack on Formosa is to be expected. 

What U.S. will do then is anybody's guess. 























>> Question of U.S. bases in Panama, defense of Panama Canal is up again. It 
is back of the U.S. delay in recognizing Panama's new President, Arnulfo Arias. 

Inside story, well known in Panama City, is that U.S. officials had one 
unpleasant experience with Mr. Arias a few years ago and fear another one. 

U.S. feud with Mr. Arias started in 1940, when U.S. wanted to lease more 
bases for defense of the Panama Canal. Arias, having just been elected Presi- 
dent of Panama, asked rentals the U.S. thought extortionate. For this and other 
reasons, U.S. officials labeled him anti-U.S. When Arias left Panama for a quick 
trip to Havana in 1941, his Cabinet voted him out of a job. The U.S. was pleased. 

But, now, Arias is back in his old job as President of Panama. He got it 
during a six-day period in which Panama saw the incumbent President forced out 
of office, his successor then almost immediately squeezed out when Arias was 
sworn in. It was all done with the help of Panama's chief of police. 

Officially, U.S. deplores "disruption" of democratic processes in Panama. 

Actually, U.S. concern is over the future of U.S.-Panama relations. 

Bases are still at issue. U.S. attempt to negotiate new leases at the 
end of the war having failed, question will be up to Arias. U.S. would like to 
be sure Arias will co-operate before it recognizes the Arias Government. 








U. S. NEWS & WORLD REPO! 





55 
r= 
0 
n= 
ay 
Vy 
ike rubbing Aladdin’s Lam 
d. 
T’S easy to believe that Aladdin and pop busy new plants—almost overnight. 
his wonderful lamp are on the job... It’s spectacular, of course. But it isn’t 
t the way new factories suddenly materi- magic. Industries are simply discovering 
. alize in the South served by the Southern ... With a rush...that the Genie of 
Railway System. “Opportunity” is at their beck and call 
One day there’s only an empty patch in the industrially-charmed, fast-growing 
of the most desirable industrial real Southland. 
estate in America. Then... Presto! And up “Look Ahead—Look South!” 
PT 
ck Crweet Ew. Porn 
_— 
d. President 
SOUTHERN RAILWAY SYSTEM 














The Southern Serves the South 





REPO! 




















People of 


Reg. U.S. Pat. Off. 


the Weel. 








=p 


G. M. Malenkov, Heir Apparent to Stalin, Has Long Been Trained 
In All Devices of Russian Policy to Keep the ‘Cold War’ Going 


> Georgi M. Malenkov is emerging as 
Joseph Stalin’s most likely successor in 
the post of Russian dictator. Mr. Stalin 
himself rather obviously has nominated 
Mr. Malenkov for the job. For the pres- 
ent, as things are done in Russia, no 
seconding speech is necessary. 

Premier Stalin is aging. He will be 
70 on. December 21. He suffers from 
heart trouble. His doctors take a stern 
course with him—much rest, frequent 
vacations. He has turned many of his 
powers and problems over to Mr. Malen- 
kov, perhaps in preparation for the day 
when the latter will assume them all. 

The heir apparent, a moon-faced man 
of little humor and great zeal in the 
Communist cause, thus is a figure of 
world importance, a man who may be- 
come one of the globe’s two or three 
most powerful people. As things stand, 
he someday is to inherit control of the 
“cold war” and make decisions affecting 
millions of people not only in Russia but 
also in the U.S. 

Statesmen suddenly are inquiring about 


Mr. Malenkov. They are asking what may 
be expected of him, asking about pos- 


sible rivals, and how he rose to _ his 
present position. And, despite the lron 
Curtain, much well-authenticated infor- 
mation is available, including the facts 
that reveal Mr. Malenkov as Mr. Stalin’s 
choice for the dictatorship. 

Indicators. There are several indica- 
tions of Mr. Stalin’s intentions. 

Mr. Malenkov on Nov. 7 delivered the 
principal speech commemorating the an- 
niversary of the Revolution (see page 
65), an oration that proclaimed Russia as 
a lover of peace and denounced the U. S. 
as a saber-rattling warmonger. The latest 
official picture of the. Politburo shows 
Mr. Malenkov in the place of favor be- 
side Premier Stalin. A recent decree was 
signed by Mr. Stalin and Mr. Malenkov— 
and no others—as though to accustom the 
Russian people to the Malenkov name as 
a symbol of authority. Mr. Malenkov, in 
addition has moved into an office in the 
Kremlin, because the Premier wants him 
close by. 

Those who keep tabs on Russian events 
regard these things as reliable evidence 
that Mr. Malenkov is the man of Russia’s 
future. The happenings themselves have 
received some publicity in the United 
States. There are, however, other details 
of the Stalin-Malenkov _ relationship 
which, though not well known, are even 
more convincing. 

Aside from the Premier, Mr. Malenkov 
is the only individual who is a member 
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of, and also Mr. Stalin’s deputy in, all 
the top Russian governing bodies. These, 
the Politburo, the Communist Party Sec- 
retariat, the Orgburo and the Council of 
Ministers, have jurisdiction over every 
detail of Russian domestic and foreign 
policy. Mr. Malenkov is Secretary of the 
Communist Party’s Central Committee. 

Mr. Stalin thus is spreading Mr. 
Malenkov’s activities over many fields, 
giving him familiarity and experience 
with the job of the man who runs it all 
—the Russian Government, the satellite 
countries, the party and its workers in 
Russia and elsewhere. 

And Mr. Malenkov is powerful in an- 
other and very real way. For years, he 
has been in charge of the Kremlin’s 
patronage system, handing out jobs to 
party members and others. Within the 
Russian bureaucracy are thousands of 


officeholders who owe their positions, 


and their allegiance, to Mr. Malenkov. 
This alone is considered a_ forceful 

lever in his hands. It is scarcely forgot- 

ten that, under Nicolai Lenin, Mr. Stalin 


was the jobgiver, and that in the tujy 
lent period following Lenin’s death 
used the power gained from that postin 
to make himself the top man of 4 
Soviet Union. Now, Mr. Malenkoy ii 
a position to do the same thing, 

His rise to his present position js 
story that could have no counterpart 
the United States. It is unusual. even is 
Russia, for it involves a striking deny 
ture from usual Kremlin policy. 

Party man. Mr. Malenkov is not, 
“old bolshevik,” not one of the men vy, 
engineered the Revolution. At the tig 
of the Revolution he was 16. Thus hi 
adult period has been molded by & 
Communist regime. He symbolizes a py 
generation now appearing in high Rig 
sian councils. 

Although not one of the revolutioniss 
Mr. Malenkov was quick to align hims 
with the Communists. At 18, he enliste 
in the fledgling Red Army and distiy 
guished himself as a political commis 
on the Turkestan front. A little later 
joined the Communist Party. Throughog 
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THE BOSS: JOSEPH STALIN REVIEWS A PARADE 
When he dies... 
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20s he was busy with party chores. 


“ ‘aught Mr. Stalin’s attention 


Finally, he ¢ 


and, in 1930, he was made Mr. Stalin’s 


ivate secretary. : 
in that job, he had his first glimpse of 
and growingly intimate contact with 
Soviet and party affairs generally. He 
was useful, too, during the purge trials 
and executions through which Mr. Stalin 
consolidated his power in the ’30s. As a 
party worker, Mr. Malenkov had built a 
voluminous card-index file on those with 
whom he was associated. The file proved 
4 source of information for the purge. 

The war brought new duties. Mr. 
Stalin is said to have piled more respon- 
sibilities upon Mr. Malenkov during that 
period than upon any other individual. 
He had charge of the world-wide party 
organization, he supervised heavy indus- 
try and took personal responsibility for 
tank production, he went to Stalingrad 
to stiffen the resistance there. After the 
war, he organized the party in the satel- 
lite countries and arranged to bring those 
nations into the Soviet orbit. For a time, 
he was blamed for the defection of Mar- 
shal Tito, of Yugoslavia, and was deep in 
the Kremlin’s dog house. This period was 
short, however, for Mr. Stalin needed his 
special abilities. 

Now, at 47, Mr. Malenkov is a pudgy 
-some say flabby—heavy-featured man 
of middle height and great girth, with a 
road, usually expressionless face, sharp 


eyes and sandy hair. He has no hobbies, 
no relaxations except an occasional hunt- 
ing trip. He spends virtually all his 
waking hours at his desk. He never has 
been outside of Russia, except for busi- 
ness trips to the satellite countries. 

Mr. Malenkov is not an intellectual; 
he is, like Mr. Stalin, a man of action and 
intrigue. He also is credited with great 
ability. And his abilities are matched by 
his industry and ruthless devotion to the 
Soviet Union and Communist Party. 

He is ready to take over when the time 
comes. 

Rivals? When Premier Stalin dies, 
however, other hands may be snatching 
at his scepter. One formidable rival, A. A. 
Zhdanov, died, or as some insist was 
“liquidated,” not long ago. But: 

V. M. Molotov might try for the dic- 
tatorship. Mr. Molotov has been removed 
as Foreign Minister and has been in some 
disfavor. He continues as a member of 
the Politburo, however, and cannot be 
altogether ignored. 

L. P. Beria could prove a threat, too. 
He heads the secret police, which makes 
him a man of power. He also has been 
in charge of Russia’s atomic experiments 
recently. 

Thus a fight could develop—as en- 
visioned by U.S. foreign policy at one 
point. Russian experts think, however, 
that Mr. Stalin will provide for an orderly 
succession by exacting pledges in ad- 


vance of his death that Mr. Malenkov 
will be supported, not opposed. 

In case of trouble, the experts foresee 
Mr. Malenkov, backed by his horde of 
political jobholders and the prestige of a 
Stalin endorsement, establishing himself 
in power without difficulty. One other 
possibility is triumvirate rule, with Mr. 
Malenkov asserting a more emphatic voice 
than either Mr. Molotov or Mr. Beria. 

Policy. As Mr. Stalin’s most intimate 
adviser, Mr. Malenkov has had an influ- 
ential part in shaping present Russian 
policies. He believes in these policies 
and their goals. He always has urged 
that, at all costs, Russia be kept strong. 
Through the years he has had an anti- 
Western attitude, but, until his Novem- 
ber 7 speech, he had been considered less 
extreme in that respect than some of his 
colleagues. He probably would favor a 
Russia isolated from more than formal 
contacts with capitalist nations, 

Mr. Malenkov also knows all the tricks 
and dodges of Russian policy, how to 
keep a constant goal ahead and yet 
switch immediate tactics with bewilder- 
ing effect, how to combine a peace drive 
with a formidable rearmament budget. 
His accession to power, in the opinion of 
those competent to judge, would serve 
principally to reaffirm the current poli- 
cies of the Soviet Union. Under Mr. 
Malenkov, there would be no change in 
the cold war—just more of it. 
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(This article represents the result of 








Special Report. 


3 extensive research on a problem of oy, 
standing importance in National Affairs) 


WHERE BEST MARKETS WILL BE 


More People in East, Fastest Growth in Wey 


U. S. population is growing by 
leaps and bounds. A country of 
188 million by 1975 is possible, 
the way things are going. 

Population is shifting, too. Far 
West is outstripping the rest of 
U.S. in growth, and probably 
will continue. 

Next 10 years will add 14 mil- 
lion to population. That means 
drastic changes in marketing, in 
demands for goods and services. 


Population is to keep growing at a 
rapid rate in years ahead. In 10 more 
years this country is to contain at least 
165.5 million people, an increase of 14 
million over the population of 1950. 
Gain in the number of people during 
the 10 years ahead will be almost as 
rapid as in the 10 years past. 

With increasing population will go ex- 
panding markets for goods, higher de- 
mands for houses, for public services, 
for facilities of all kinds. There is every 
sign that the rapid growth in population 
will be accompanied by a rise in the 
standard of living, as a stronger, more 
highly developed nation boosts its out- 
put and efficiency. 

The rise in population in the future, 
as in the past, is not to be spread evenly 
over the country as a whole. Once again 
the Pacific Coast faces a decade of most 
rapid growth. The agricultural Midwest 
will continue to lag. Industrial areas of 
the East and South will about keep up 
with the average of the nation. New 
England again will grow more slowly 
than most other sections. 

These and other conclusions are drawn 
from a population study just completed 
by the Bureau of Agricultural Economics, 
using Census Bureau data. The study 
projects population trends ahead to 1975. 
At that time, according to the formula 
used, the U. S. is to have a population of 
188.6 million. 

Estimated gains for regions during 
the 1950s are shown on the accompany- 
ing map. Figures are based on official 
data. They are a guide to expanding mar- 
kets of the future. - 

Growth in the next decade apparently 
is to follow paecras established during 
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the 1940s, when a population rise of 19.8 
million has remade the market map of 
the country. 

West Coast States of California, Ore- 
gon and Washington gained 5.7 million 
people in the 1940s and are to gain 
3,728,000 more in the decade ahead. 
That will bring their population to 19,- 
135,000 by 1960, after the largest in- 
crease in any region. The West Coast 
then will represent 11.6 per cent of the 
total U.S. market, in terms of population, 
where it was 7.4 per cent before the war. 

Mountain States of the West are to 
get 452,000 additional people, on top of 
the 728,000 gained in the period now 
ending. This area’s share of the total pop- 
ulation will remain small, about 3.2 per 
cent in 1960. 

Midwest farming States, from Mis- 
souri and Kansas north to Minnesota, 
gained 754,000 people in the 1940s and 
are due to gain only 444,000 more in the 
next 10 years. These 7 States had about 
10 per cent of U.S. population in 1940; 
will have less than 9 per cent by 1960. 

The Great Lakes area, including five 
States from Wisconsin to Ohio, increased 
population by 4.2 million in the 1940s. 
An increase of 2,854,000 is projected for 
the 1950s. That will bring population in 
the region to 33,684,000. It will remain 
the largest regional market, containing 20 
per cent of all people in the U. S. 
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Southwestern States of Arkansx 
Louisiana, Oklahoma and Texas can ¢, 
pect a population rise of 1,136,000 in tk 
1950s, only slightly less than the jy 
crease of 1,540,000 during the presy 
decade. Their share of total populatig 
will be 9.5 per cent in 1960, approximats 
ly the same as before the war. 

In the South, Alabama, Kentuch 
Mississippi and Tennessee will gain aboy 
1,055,000 people in the next 10 year 
considerably more than the 615, 
gained in the 1940s. In 1960 their shy, 
will still be about 8 per cent of the tot; 
population. 

South Atlantic States, from Marylan| 
to Florida, are due to gain 1,868,000 pe. 


ple, compared with a gain of 2,357, 


in th wartime period. This area’s relatiy: §f 


importance also is to remain about th 


same. Population of the 8 States will k § 


13.3 per cent of U.S. total in 1960. 
The industrial East — New Jerse 
New York and Pennsylvania—will co 


tinue to grow, but the rate of increase in 


population will be slightly lower than the 
rate for the nation as a whole. About 2! 
million people were added to the pope 
lation of these three States in the 194k 
About 2,077,000 are to be added in th 
1950s. The region’s share of total pope 
lation will drop slightly, from 20.9 pe 
cent in prewar years to 19.6 in 1960. 

New England is to continue to los 
standing in the race for population. 4 
gain of only 411,000 people is forecas 
for the period ahead. New England's gait 
in the 1940s was 1 million. The area hal 
6.4 per cent of U.S. population befor 
the war. By 1960 its share will dim 
again to 5.9 per cent. 

These figures are the clues to wher 
the biggest markets will be in years! 
come. The facts indicate that the large 
mass markets will continue to lie Ea 
of the Mississippi—in the industrial Mi¢ 
west, the Middle Atlantic area, and th 
South. But the Far West is where th 
fastest-growing markets are to be. 

Impact of population increase 
on business have been far-reaching in th 
present decade and promises to be neat! 
as important in the future. If predictiow 
are borne out, population will have grow 
by 33.8 million in the 20 years betweet 
1940 and 1960. To show the meanitf 
of that increase in various fields: 

Housing remains inadequate after ! 
three-year building boom that smashet 
all records. About 2 million families—1 # 
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20-still are believed to be living “doubled 
up” with relatives. The 14 million addi- 
tional people to be added to population 
during the 1950s will require at least 4.6 
million more dwelling units, even if no 
more space per capita is provided than 
is now available. 

Actually, the trend to more and smaller 
families probably will continue and fur- 
ther increase housing needs. Result is 
the outlook for an estimated need, count- 
ing replacement demand, of 1 million to 
1.5 million dwelling units a year during 
the 1950s. 

Auto requirements for the expanding 
population are surprising even the more 
optimistic auto-industry leaders. Use of 
autos is rising. The U.S. has about 43.5 
million cars and trucks on the road now. 
Just to provide the same per capita num- 
ber for the additional population now 
forecast, the country would have to have 
48 million vehicles by 1960. Traffic 
analysts look for the total to be 50 
million by then. 

Food requirements already are at least 
15 per cent higher than in 1940 and an- 
other 10 per cent rise is due, on the 
basis of population increases alone. With 
higher incomes, individuals are eating 
more of most foods, too. This trend prob- 
ably will continue as long as prosperity 
remains. 

This means broader, steadier markets 
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at home for the farmer’s products. And it 
means that the food-manufacturing in- 
dustry can continue to expand. Unless 
trends in eating habits change, growers 
and processors of fruit and vegetables will 
get the greatest relative benefit from the 
gain in population. Consumption of those 
products, and of manufactured dairy 
foods is rising faster than consumption of 
most other foods. 

Clothing markets have profited enor- 
mously from the big rise in population 
during the 1940s, and will continue to 
profit from growing basic demand. Per 
capita supply of clothing is rising, too, 
as living standards improve. Wider use 
of sports clothes and the spread of city 
standards and habits of dress increase 
clothing demand. 

Household-equipment sales will 
gain in several ways from predicted pop- 
ulation changes . Shifting of people from 
farms to cities is to create extra demand 
for furniture, rugs, other household goods. 
The increase in families during the next 
decade means an increase of several mil- 
lion stoves, washing machines, refrigera- 
tors, radios, vacuum cleaners, toasters, 
electric irons and similar things in use. 
Replacement demand will continue to 
grow each year. 

Equipment markets in the recent past 
consistently expanded faster than popu- 
lation, due in part to invention of devices 
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that became standard home fixtures. 
vision sets, automatic heating units, 
conditioning machines, home freezers are 
some of the products headed for new 
mass markets in the 1950s. 

Public works and utilities already are 
overloaded by the influx of 19.8 million 
consumers added to the lists of users in 
the last 10 years. Even water is short in 
many areas. Now, faced by the prospect 
of 14 million more customers, local gov- 
ernments and utilities are going to have 
to undertake big and costly expansions 
of facilities. 

An enormous amount of public con- 
struction apparently is ahead in the com- 
ing decade. The federal estimate is that 
about 100 billion dollars’ worth of roads, 
waterworks, schools, sewers and other 
things are needed just to,give the post- 
war population the same quality of serv- 
ices that people got in 1930. And this 
estimate does not include any allowance 
for the needs of new population. 

Implications of population booms 
are far-reaching and, to a country with 
skills and resources, very encouraging. 
The U.S., unlike poorer parts of the 
world, can support more people. In fact, 
the effort to take care of more consumers 
will help to raise living standards still 
another notch by generating new jobs 
and income. Rising population is a favor- 
able factor for business. 
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COAL: DOES ANYONE WIN? ; 
© e anc 
rk 
a mo! 
Miners Have Net Loss, Fuel Supply Is Amp § 
wee 
\ 
Consumers will have enough Railroads, for example, will be able sign separate agreements with any opg, §f stat 
. - to keep all trains moving without fear of | tors who will break away from the ow, Mf ofh 
coal for their needs, even with running short of fuel. ers’ solid front. At the start of his nego his 
miners on a three-day week. Steel mills, with at least a 30-day sup- _ tions, Mr. Lewis tried for a national cen 
Emergency, for now, is averted. ply on hand, have ne immediate worries. tract. Then he sought to settle q , fF how 
. : A Utilities, too, are well stocked, are not regional or State basis. The operat § real 
Miners still wait for John L. likely to be hit soon. refused to be split into any segment 4 A 
Lewis to win them something Householders, a large proportion this size. Now, Mr. Lewis hopes to fy is p 
ace aeaiaeens en eatiiiiacad burning anthracite, will be able to keep somebody willing to settle on terms tig § at | 
; warm. Hard-coal miners have been work- _ the rest of the industry can follow, Wy § reac 
no contract have brought them _ ing full time, and stocks of anthracite are that in mind, he is scheduled to my ff ton, 
only strikes, wage losses and an adequate. These miners now go on a_ this week with representatives of te func 
three-day week also, but, even at that, hard-coal industry, who usually fo ning 
unstable welfare fund. they are expected to produce enough _ the lead of the soft-coal operators. Hey J cum 
Mr. Lewis, failing to settle with coal to meet home — re - — the process rs time a 
. ° What it means is this: and let hard-coal owners set the pa § obje 
whole industry, is open to offers National emergency once again is Pressure on operators will be fa be a 
from single firms. averted. An emergency, if it comes later Mr. Lewis is telling them that any cm the } 
in the winter, will open the way for pany can buy full-time coal productigff redu 
Facts you need to know about coal, president Truman to use the Taft-Hartley by signing a contract acceptable to hin A 
now that the coal miners are back Act against John L. Lewis and the miners. The temptation to settle will be stryff one 
on a short work week, include the A strike lasting any length of time would _ for those mine owners who cannot survigy Ther 
following: almost surely force Mr. Truman to ask much longer on a curtailed work weij® winr 
Soft-coal supplies on hand, at about for an injunction under this law. Local unions, in trying for agg steel 
50 million tons, are enough to last for a Miners are to continue on short wages ments, will not be on their own. Seth wage 
period of 40 days or so, if evenly divided until new contracts are signed with the ment terms will be directed by Mr. Leni Ww 
for the country as a whole. New pro- coal operators. Mr. Lewis, more than five as usual. He shows no sign of yielding af state 
duction, even with the coal miners work- months after his old contracts expired, of his power for the sake of a contract. B grou) 
ing only three days a week, will add 7 or _ has produced no gains for his men. In the Mine welfare fund continues to iif the ¢ 
8 million tons a week to the national coal industry, this is being talked about _ in trouble. Pensions of $100 a monthal He 
stockpile. compared with 12 to 14 mil- as one of the biggest defeats the miners’ most other benefits cannot be paid 4 objec 
lion tons’ production in a normal work _ leader has suffered in many years. present, Payments, halted some time agi} to ar 
week. Total supply, thus, should be Settlements, when they come, may are not likely to be resumed until nf of co 
enough to meet the needs of almost be piecemeal, instead of for the industry contracts have been signed with a siz Th 
everyone. as a whole. Mr. Lewis now is ready to _ portion of the industry. cond 
to ta 
a, to ca 
a unde 
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COAL CARS, FULL 
Supplies will be adequate for most needs... 


—Chesapeake & Ohio —Internationl 


COAL CARS, EMPTY 
. .. but some mining companies will suffer 
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Mine owners will continue to pay royal- 
ties into the welfare fund, but production 
on a three-day-week basis will reduce the 
size of these payments. 

The dispute in coal, in one form or 
another, has been going on since March 
11. There have been more than eight 
months of off-and-on-again strikes and 
stoppages, in addition to the three-day 






Ampl week. 

What Mr. Lewis wants was not 
stated formally during the earlier stages 
of his negotiations. The miners’ leader said 
his demands would amount to 30 or 35 
cents per ton of coal mined. He did not, 
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settle q, § however, specify the exact proposals. No 
© operity | real bargaining has taken place. 
segments ¢ A bigger royalty for his welfare fund 
pes to fj | is presumed to be Mr. Lewis's main aim 
terms ty at this time. He apparently has been 
llow, Wa ready to settle for a 10-cent increase per 
2d to md ton, bringing payments to 30 cents. The 
ves of & | fund, until benefits were halted, was run- 
ally {oll t ning in the red, using up a backlog ac- 
tors, Hea @ cumulated before pensions began. 
; this tine A shorter work day is another Lewis 
the pac objective. He was reported at one time to 
| be stray be asking for a 74-hour day in place of 
t any om the present 8-hour schedule, without any 
producti reduction in daily pay. 
ble to hin A pay increase also is reported to be 
be str one of Mr. Lewis’s unspoken demands. 
not survive There is considerable doubt about his 
vork wed winning any sizable raise, however, since 
for agme™ steel and auto workers settled without 
wn. Seth wage increases. 
Mr. Lewi What the operators want has been 
ielding af stated publicly by them, although not all 
ontract, § groups of operators are insisting upon all 
1ues to ie the demands. 
month at Holding the price line is their chief 
ye paid 4 objective. They insist they will not agree 
> time ag to anything that will increase the cost 


of coal. 

The “able and willing’ clause is 

condemned by the operators. They want 
to take away from Mr. Lewis the right 
to call strikes at will, as he does now 
under the contract provision stating his 
men need to work only when “able and 
willing.” Operators also object to strikes 
being called under guise of “memorial 
|periods,” also permitted by the old agree- 
/ment. 
Better controls over the welfare fund 
are sought by the coal companies. They 
object to Mr. Lewis’s dominating the 
fund’s operations. They want restrictions 
placed on payments from the fund, to 
prevent abuses. 

State of the industry has a lot to 
Ho with Mr. Lewis’s present troubles. 
oal operators who formerly were able to 
pass on to the consumer any added labor 
cost now are worried about competition. 
Other fuels are winning some of the 
market formerly held by coal. Homes and 
industries, to insure a steadier fuel sup- 
ply, are shifting to oil or gas in many 
areas. Railroads are turning to Diesels. 

Export markets for coal helped keep 
demand high immediately after the war, 
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““Some paratrooper! 
You’re still outside de fence!” 


ESPITE their modern tactics, this 
predatory “paratrooper” and his 
pal are still on the outside looking in. 
And that’s where a Cyclone Chain Link 
Fence keeps would-be intruders. 
Highly-effective protection for prop- 
erty and equipment . . . complete “en- 
trance and exit control” over everybody 
—these are two of the reasons why so 
many plant executives insist on Cyclone. 
But plant management is also influenced 
—strongly, too—by the way a Cyclone 
Fence stays taut and true, year after 
year, without upkeep expense. 
For further information, send for our 
free book, “Your Fence.” For help on a 
particular fence project, you can obtain 


U-S°S CYCLONE FENCE 





Clip THIS CouPoy 
SEND IT 19 
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Cyclone Fence, Waukegan, IIl., Dept. E-129 
Please mail me, without obligation, a copy of “Your 


Interested in fencing: [1 Industrial; 
dence. Approximately .............. 


STATES 





advice, without obligation, from our 
sales engineers. And remember: No job 
is too large—no job is too small for Cy- 
clone. 


* SEND FOR FREE BOOK + 


You'll find our big, 32-page fence catalog 
a valuable reference book. It’s full of pic- 
tures, facts, specifications. Shows 14 types 
of fence. Describes gates and other prop- 
erty safeguards. Before you choose any 
fence for your property, get the facts about 
Cyclone. 


CYCLONE FENCE DIVISION 


(American Steel & Wire Company) 
WAUKEGAN, ILLINOIS BRANCHES IN PRINCIPAL CITIES 
UNITED STATES STEEL EXPORT COMPANY, NEW YORK 
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They make FIRE fight FIRE 
Imagine a FIRE-fighting system 
put into action by the FIRE it- 
self ...discharging water when 
and where the FIRE starts. The 
GLOBE Automatic Sprinkler Sys- 
tem has long been doing this in 
thousands of plants. 


GLOBE AUTOMATIC SPRINKLER CO. 
NEW YORK... CHICAGO... PHILADELPHIA 
Offices in nearly all principai cities 
























DIVIDEND No. 159 





The final dividend for the year 1949 
of ninety cents (90¢) per share has 
been declared on the capital stock 
of The Borden Company, payable 
December 21, 1949, to stockholders 
of record at the close of business 
December 5, 1949 
E. L. NOETZEL 


November 29, 1949 Treasurer 











Moving docu? 


Surely you do not want to miss even one 


























copy of this up-to-the-minute-news maga- 
zine. Help us to keep you well-informed 
about the fast-moving news events of the 
world by sending us your change of ad- 
dress at least two weeks prior to the time 
the change is to become effective. And 
please send your old address as well as 
the new address to which this useful news 
magazine should be sent. Help us to serve 


you promptly. 


U. S. News & World Report 


Circulation Department 


435 Parker Ave. Dayton 1, Ohio 
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but Europe is mining more coal of its 
own now. 

Overproduction of coal in this coun- 
try, as a result, was causing price cutting 
before Mr. Lewis began his series of 
moves to reduce stockpiles. There are too 
many coal miners for the production 
needed to meet demand, if miners work a 
full week. Mr. Lewis therefore wants to 
cut the work week in order to share avail- 
able jobs among all miners. 

In the end, Mr. Lewis is expected to 
work out some sort of compromise with 
the operators, probably with a slightly 
reduced work week to help curtail pro- 
duction. Whatever Mr. Lewis wins, how- 
ever, is not likely to be adequate compen- 
sation for time lost by his miners in his 
1949 maneuvers. 


LARGER BENEFITS 
ASKED FOR JOBLESS 


A new drive is getting under way for 
bigger unemployment benefits for more 
workers and for longer periods of time. 
This drive is due to reach a showdown in 
Congress and in State legislatures next 
year. 

The new campaign was touched off by 
Labor Secretary Maurice J. Tobin in a 
recent speech before State labor officials 
and union leaders. Mr. Tobin indicated 
that the Administration now is ready to 
put more emphasis on unemployment in- 
surance than it did in the 1949 session 
of Congress. 

Proposed changes in this insurance 
system include the following: 

Larger benefits are sought for laid-off 
workers in most States. The plan is to 
fix new federal standards that would 
force States to raise their ceilings on 
benefits. It is proposed to make the new 
ceiling at least $30 a week for a single 
person and $42 for a person with three 
dependents. 

The average benefit paid by the States 
in October was $20.92. This was the 
highest average payment since the insur- 
ance program began. The year’s average, 
so far, has been about $19. The top 
benefit allowed in most States now is $25 
a week, although a few range up to $37. 

The Administration also is proposing 
that the formulas under which States 
figure the amount of compensation due a 
laid-off worker be revised upward. Goal 
is to give a worker 50 per cent of his 
weekly wages if he has no dependents. 
The proposal is that the compensation be 
increased to 70 per cent for a worker 
with three dependents. 

Longer periods for the payment of 
benefits also are proposed by the Admin- 
istration. Workers are limited in the 
amount of unemployment compensation 
they can draw in any one year. This 
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varies from State to State, with the maj Hig 
mum in most cases running from 164 result 
26 weeks. The Administration Propose adopt 
to require that the maximum perigjg tax Pé 
each State be 26 weeks or more, compt 

Secretary Tobin reported that ip 9g gon the 
with record high employment, aboyy ffeach \ 
per cent of the idle workers exhaygy of $3, 


their benefit periods before getting pg 
jobs. A waiting period of one week 
fore benefits start, would be made yj 
form in all States under the proposyk 

Broader coverage for the insuray 


UN 
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program is another suggestion. The 4 An 
ministration wants to bring under & ffgo slo 
compensation program a _ number ¢ 1950 
groups that are now excluded, suchy ers. T 
outside salesmen, farm laborers, @ Basking 
ployes of nonprofit organizations @ mill v 
federal Civil Service workers. It alyjf— Cor 
proposed to include smaller firms ty fare b 
now are exempt in many States. yfwithor 
suggestion is that firms with one or mg tracts 
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employes be brought in. Approximaté 
33 million workers now are covered y 
the program. 

Federal insurance to reinforce t 
State compensation funds also is bei 
suggested. The plan is to assist Stay 
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In some States, up to $37 


that run out of funds for these bene 
in future times of heavy unemployme 
No States are out of funds yet, altho 
Rhode Island, California and Connecti 


are nearing the danger point. Mar 
Outcome of the drive for big ilso a 
and better jobless pay remains in dodipeacet 


nions 
WO y¢ 
feman 
ot set 
parties 
vithou 


DECEN 


Congress has not shown much interest 
revising the unemployment-compensiatil 
program, although it could be spurredi 
action if layoffs became extensive. 
States, however, are likely to increase! 
benefits without waiting for Congress 
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Higher taxes for some employers will 
result if the Administration's program is 
adopted in full. It is proposed that the 
tax paid by the employer to finance the 
compensation program should be based 
on the first $3,600 of yearly earnings for 
bach worker, rather than the present base 
of $3,000. 


UNIONS GO SLOWER 
WITH PAY DEMANDS 


Anew indication that many unions will 
go slow in pushing for wage increases in 
1950 is supplied by CIO’s Textile Work- 
ers. This union has just decided against 
asking for a pay raise for most woolen- 
mill workers. 

Contracts with all but a dozen firms 
are being extended by the CIO union 
without filing pay demands. These con- 
tracts were due to expire in February, 
and the union ordinarily would ask for 
more money. Because of doubtful busi- 
ness outlook in the industry, however, the 
union is waiving its pay demands except 
where it considers wage rates “sub- 
standard.” Officials said demands are 
being filed on about a dozen firms, or less 
than 10 per cent of those under contract. 

A wage-reopening clause will permit 
pay demands to be filed any time after 







































August 1 in mills not now being asked 
Hfor increases. If the industry’s outlook 


improves by that time, the union may 
then seek increases. 
The CIO asked for a 10-cent raise in 
oolen mills early this year, but an arbi- 
ator rejected the demand. The union 
en dropped its pay demands upon other 
portions of the textile industry. 
The contracts with cotton mills held 
by the Textile Workers probably will be 
extended for another year when they ex- 
pire in March, 1950. The union is not 
likely to ask for a pay raise in this branch 
bf the industry either. 

The trend toward a peaceful 1950 on 
he labor front had been started earlier 
the CIO Auto Workers and Steel- 

orkers. The Auto Workers failed to get 
a Wage increase this year in Ford Motor 
Co. plants, but froze pay rates for all of 
1950. The Steelworkers also won no in- 
tease in their recent contract negotia- 
tions, but agreed not to ask for pay raises 
before 1951. In both autos and steel, the 
nions received pension and insurance 
benefits while waiving pay increases. 

Maritime unions on the Pacific Coast 
ilso are signing contracts that assure 
peaceful relations during 1950. Several 
nions have agreed not to strike for 
vo years, although they can file wage 
temands next year. The demands, if 
ot settled by negotiations between the 
parties, will be submitted to arbitration, 
vithout a strike. 
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: FOR ALL 
YOUR SHIPPING NEEDS 


Large or small, your RAILWAY EXPRESS shipments receive equal 
care and dispatch as they move swiftly toward you or your customer. 
Railroads, scheduled airlines and vehicle pick-up and delivery all 
combine to bring you the experienced, uninterrupted, COMPLETE 
shipping service you require. 

With RAILWAY EXPRESS, you deal with one responsible carrier... 
You pay one all-inclusive charge. For fast, economical shipping be 
sure to specify RAILWAY EXPRESS. 


* JE SINGLI HARGE IVES YOU. 


Pick-up and delivery in all cities and 
principal towns... 
Fast rail or air service... 


e Automatic valuation coverage up to $50, 
or 50¢ per pound... 


. 


NVEM 4 Ys 


Two receipts — one to the shipper, the Qu 
other from the consignee... ¢ ( 

re 4 >) ~ 
and many other advantages providing Wa) E x i VR E S SS) ‘ 
greater shipping efficiency in your in- SS f 
dustry. 


NATION-WIDE RAIL-AIR SERVICE 
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Tet he. 


"Look ! Our payroll 


for 1217 people 


completed in one day!” 





NATIONAL MECHANIZED ACCOUNTING SAVES TIME, CUTS OPERATING COSTS* 


[his machine provides 20 totals for 
payroll as well as 42 totals for analy- 
sis work. Payroll — with its increased 
problems of deductions — is but one 
of many accounting jobs which 
National has solved, cutting costs 
on every job. 

A National System is a capital 
investment that often repays its costs 
within a year — then goes on year 
after year paying a profitable return 


THE NATIONAL CASH REGISTER COMPANY 


through reduced operating costs. 

All businessmen know they must 
sometimes spend money to make 
money. And smart management also 
knows that a capital investment to 
reduce expenses is as important as 
one to increase business. 

Your local National representa- 
tive will gladly show you how you 
can reduce your operating costs. No 
obligation, of course. 


*Get this FREE 
20-page booklet. 
Ask your local 
National represen- 
tative, or write to 
The National 
Cash Register 
Company, 

Dayton 9, Ohio. 





VISIT 


ACCOUNTING MACHINES 
CASH REGISTERS» ADDING 








Trend of American Business 








24th and N Streets, N.W. 
Washington, D. C. 


Businessmen are assured that Government's easy-money policy won't change. 

Interest rates are to be maintained at the prevailing low levels. 

Government bonds are not to be allowed to break below par any time soon. 

Mortgage market still is to get support from Reconstruction Finance Corp. 

Credit policy of the Government is to keep terms easy for borrowers. 

What the Government's financial managers have decided is that this is no 
time to rock the boat. Business activity, after a dip in the first half of the 
year and after strikes, is on the mend. Officials don't want to interfere. 














Tip-off on Government policy came with the Treasury's interest offer on a 
refinancing deal involving more than 10 billion dollars in U.S. securities. 

Treasury notes running for 4% years are to be exchanged December 15 for 
bonds and certificates. Notes are to carry 1% per cent interest. Maturing 
bonds paid 2 to 3% per cent. The certificates carried 1% per cent. 

Treasury will cut its interest costs on the exchange. The bond issues to 
be refunded involve about 4.9 billions; the certificate issue, 500 million. 

New certificates, carrying 1% per cent interest, also are to exchange 
January 1 for maturing 1% per cent certificates of more than 5.6 billions. 

What this means, actually, is thai. the Treasury is keeping its short-term 
interest rate to 1% per cent, after dropping it from 1% per cent late last summer. 
The 1% per cent note issue carries the came rate as notes issued on Sept. 15, 
1948. But last year's notes ran for only 3% years. 























Treasury announcement served to spike rumors that officials were prepared 
to raise interest rates. Testimony before congressional committees hinted at 
such action. Then the Federal Reserve allowed the 90-day bill rate to rise to 
1.12 per cent, which was close to the one-year certificate rate of 1%. Prices 
of Government bonds also dropped a bit from their recent premium levels. But 
now it's definite that the prevailing interest pattern is not to be disturbed. 








Use of credit, in fact, shows few signs of reaching dangerous heights. 
Loans to business by commercial banks seem to have stopped, temporarily, 
the rise that started in early August. Latest reports show a reduction in bank 
loans to business firms of 11 million dollars over a period of two weeks. 
Consumer credit at the end of October exceeded 17 billion dollars. That 
was an increase of 388 million in a month, of 1.6 billion over a year ago. 
Installment credit made up the bulk of consumer credit--10 billions. 
Retail-credit men, however, say that the rise in outstanding consumer 
credit has little significance. They say it doesn't mean increased buying at 
all. What the figures show, they argue, is that purchasers are much slower pay. 




















Government, in fact, uses its credit powers whenever it deems necessary. 
Warehouse building to store surplus wheat gets a two-pronged push. 
Warehouse space is guaranteed to be three-fourths full for the next three 
years by Commodity Credit Corp. That's for new warehouse structures put up 
where storage space is short. A two-year guarantee goes for additions. 
Grain-elevator building by farm co-operatives also can be financed by the 
Farm Credit Administration. Co-ops can get up to 80 per cent of the cost. 
Warehouse charges for grain storage will be paid by CCC, used or not. 




















(over) 
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TREND OF AMERICAN BUSINESS-- (Continued) 



















































Government thus is using its resources to stimulate storage construction. 
It may mean that farm officials expect a continuing tussle with surpluses. But, 
in any event, storage capacity for this year's surplus crops appears inadequate, 


Business planning seems to count on an improved year during 1950. 

Machine-tool industry is told that 80 per cent of companies that replied to 
a survey inquiry plan to purchase as many or more tools next year than they 
bought in boomtime 1948. Report is from American Society of Tool Engineers. 

Home-appliance makers find that orders now exceed capacity in many lines. 
That's the condition in electric refrigerators, ranges, washing machines. The 
Slowdown caused by the steel strike probably has an influence on the situation. 

Television sales are booming. Industry is startled by pickup in demand. 

Furniture industry also is hopeful that the recent pickup in sales will 
continue. Retailers have their inventories down, hope net profits will rise. 

Business confidence appears to have improved noticeably as a result of the 
increase in activity, as noted in industry after industry on page 16. 




















Building activity continues strong despite the lateness of the season. 

New construction in November was valued at more than 1.7 billion dollars. 
That compares with 1.9 billion in October and 1.6 billion in November of 1948. 

Increased building in November was reported for stores, office buildings 
and schools. Churches and hospital building held at the October rate. 

Residential building was off a little, 700 million dollars against October 

















building of 725 million. A year ago, home building was down to 615 million. FRI 
Government officials who keep tabs on building activity find little doubt por 
that this year will top last year's record and the boom will carry into 1950. a 


Basing-point issue may possibly be settled by voluntary agreement. 

Steel industry is ready to accept a consent order now before the Federal 
Trade Commission. This industry dropped basing points after the cement order. 

Gist of the order is this: Steel producers must quote f.o.b. prices and let 
buyers take delivery at the factory if they wish. But delivered prices also may 
be used and they need not reflect all f.o.b. and transport costs, so long as the 
absorption of such costs by the steel mill does not violate antitrust laws. 

Federal Trade Commission has not yet acted on the proposal. An attorney 
for FTC objects, but primarily for technical reasons. He does not particularly 
object to the merits of the proposed order to settle steel pricing issues. 























If this compromise is accepted, finally, there is a chance that the issue 
over basing points may be settled for all industries. The proposed steel order 
makes the reservation that any further concessions in pricing that might be 
approved by Congress will be incorporated into the steel agreement. 


Coffee-price rise is not caused by any shortage of U.S. Supplies. That's 
what the Commerce Department finds after a preliminary study of the situation. 

Coffee imports through September approximated 2.1 billion pounds, a jump of 
150 million pounds over the same period of 1948--a record import year. 

Coffee stocks in warehouses or afloat. are said to be about normal. Stocks 




















held by coffee roasters are not known precisely, but no shortage is indicated. Wai 
Coffee crop for 1949-50 is expected to be down slightly from the 1948-49 rin 
crop, but is estimated to be higher than in either 1946-47 or 1947-48. mea 
Conclusion is that the recent sharp rise in coffee prices stems from an _ 
estimate of future shortage by speculators rather than from any current drop in coun 


Supply. And estimates of future production indicate that prices may drop. 


Excise-tax cuts seem to stand a much better chance of coming to pass. 
Business sentiment against excises imposed in wartime to discourage use of 
goods and services is growing. Congressmen are becoming more sympathetic. AME 
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Meet 2 few owners of 


the STEEL INDUSTRY 


A half million people like these own the 247 companies that make up the steel industry 


fe 
































0 ~ 
in America. Their savings helped provide jobs for the more than one-half million 
steelworkers. On the average each stockholder owns fewer than 75 shares. Many 

of them own fewer than 10 shares. Read how these steel stockholders have faith in 


ls the future of the steel industry and of our American system. 








FRED E. JANSEN, insurance salesman of Free- 


port, Long Island, N. Y. declares . . . “Steel is 
essential business. It is the very foundation of 
our country.” 







BERTHA H. SCHEFFLER, 
Rutland, Vermont, for- 
mer Ist Lt., W-.A.C. 









says... While in Serv- 
a e CHARLES P. OLIVIER, ice I invested in steel 
£ ‘ ‘ . see me, oer) ys Upper Darby, Pa., stocks. This enabled me 


a Professor, feels that 





y to ¢ ypen up my own 
. . « “I own stock in Women’s’ Exchange 
e one of America’s steel Shop.” 
companies and my in- 
vestment should be 
protected, as I worked 
hard to make this 
money.” 
GEORGE W. HAGEDORN, 1506 
Grand Ave., Asbury Park, New 
Jersey, who is retired, states... 
“Cast your bread upon the sea of 
steel and it comes back.” 
ARTHUR A. CARR. Ticonderoga, 
N. Y., farmer, says... “I own 
f steel stock and this means that 


my small savings from agriculture 
are used as capital in another in- 
dustry basic to our economy.” 





WALTER F. AUCH, civil 
engineer of Easton, Pa. 
writes . . . “To me this 


Steel company stockholders have had steady Today, with less than 7 per cent of the world’s 





means aiding a basic in- returns in the past few years. But dividends population, our country has 53 per cent of 

dustry, advancing the wel- have not been large because of the need to the world’s steel producing capacity. Stock- 

fare and progress of our = . aos 

country.” use earnings for new plants and improve- holders have helped create this industry and 
ments. Expansion in the industry has kept __ this is the way in which our American system 
pace with the growth of the country. works for the benefit of all. 


AMERICAN IRON AND STEEL INSTITUTE Steel works for EVERYONE 350 FIFTH AVENUE, NEW YORK 1, N. Y. 
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SAVINGS-BOND CHANGE VETOED 


Treasury to Continue Sales on Present Terns 


Talk of shaking up the federal 
savings-bond program doesn’t 
mean bonds are in for a change, 
yet. Treasury has no plans. 

People still hold 55 billions in 
E, F and G bonds, despite cash- 
ins totaling 29 billion dollars. 

Pressure is on to slow down 
sales, lower the amount you can 
buy. But the Treasury likes sav- 
ings bonds, is planning new 
campaigns fo sell more, not less. 


Sales of U.S. savings bonds, the 
kind owned by an estimated 80 mil- 
lion people in this country, are becom- 
ing a matter of argument. 

Some persons, inside and outside the 
Government, think the savings-bond pro- 
gram needs a major overhauling. Others, 
including some bankers, argue that the 
Treasury should quit trying to sell bonds 
that are redeemable on demand. 

U.S. Treasury view, however, is that 
no change is needed in the present pro- 
gram. Treasury Secretary John W. Sny- 
der wants to expand, not contract, the 
sales effort. In this, he apparently has 


White House support. 

What to expect, thus, is a continu- 
ing program to sell savings bonds on 
about the present terms. 


E Bonds 


Source: U. S, Treasury 
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The E Bond Continues a Treasury Best Seller 


(Volume Outstanding At Current Redemption Value) 








Source: U. S. Treasury 


Interest rates are likely to be kept 
where they are now—2.9 per cent on E 
bonds and 2.5 on F and G bonds, when 
held to maturity. 

Maturity period is expected to remain 
at 10 years for E bonds and 12 years for 
F and G bonds. 

Limits on purchases, for the present at 
least, are likely to stay at present levels. 
A person may not buy more than $7,500 
worth of E bonds at purchase price— 
$10,000 at maturity value—in a calendar 
year. However, the proceeds of maturing 
bonds can be reinvested without regard 


F & G Bonds 


© 1949, By U.S. News Pub. Corp. 





© 1949, By U. S. News Pub. Com. 


to this limit. No investor can buy mom 
than $100,000 worth of F and G bon 
combined in one calendar year. 

Sales drives, aimed primarily ati 
bonds, probably will be intensified. Ty 
next one is expected in the spring. 

Now that a stir is being raised abo 
savings bonds; it is a good time to lil 
at the record, get an idea of who om 
the bonds outstanding, and see what 
argument is all about. 

In eight years since the Tream 
first offered E, F and G bonds, the pil 
lic has bought 84 billion dollars’ wor 
of them, and 55 billion of that is 
outstanding. Savings bonds repres 
more than a fifth of the public debt 

E bonds, the ones ordinarily boug 
by small investors, are being sold ini 
creasing amounts, and redemptions abe 
of maturity are declining. These bom 
are sold to individuals only. An E ba 
that can be bought for $75 now is watt 
$100 at maturity in 1959. It can) 
cashed in any time after it is 60 days 

The popular appeal of E_ bonds 
shown by the accompanying charts. 
flurry of redemptions immediately alt 
the war did not reach nearly the prop 
tions that had been expected. Today,t 
public owns 3.6 billion dollars more! 
E bonds than when the war ended. Sif 
1941, individuals have bought 59 bil 
dollars’ worth of E bonds, Of that, 3 
billion is still outstanding. 

F bonds have been less popular. 
G bonds, they are available to busines 
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oid events like these may happe,, 
Terms t a, * Faulty Workmanship 


e Unforeseeable Contingencies 
e Liens on Your Property 
e Non-Completion 


e Faulty Materials 


s Pub. Corp. 


buy mor 


C boil ee gL a| can protect you 
fel me against LOSS! 


ng. 


sed abut 2 ie a a ; : 
a i. ; : , 
e tol © HOW? By arranging with your contractor 


vhola ot ae (ak of to furnish performance bonds which will 
what tid xR : 2 ids protect you against all such losses. 
. # : —j 


Treas + S (|? WHO IS HE? Your local U.S.F.& G. Agent 
the po < ? —trained to handle the bonds you need 
rs’ WO : ? . Bs bse for protecting your investment. 

at is i , = sail a ' 

represd » * soa et HOW DO YOU REACH HIM? He is as near as 
- debt, es : fag?  * your telephone. Consult your local 


y ye peo ae . U.S.F.& G. Agent today. 
olc 4 as < 


ons chef ia E = | FOR ULS.F.& G. SERVICE: Call Western Union by 


se bond 
a number and ask for Operator 25, who has name 


n E bo 
y is won 
t can 
days 0 


bonds 


and address of your nearest U.S.F <2 G. agent. 





























arts. Th 
tely att 
e prop 
‘oday, 4 : - ; —. : : ‘ 
- more United States Fidelity & Guaranty Company. Baltimore 3, Md. 
led. Sin Fidelity & Guaranty Insurance Corporation, Baltimore 3, Md. 
59 bili - ‘4 . cee _ 
v 4 Fidelity Insurance Company of Canada, Toronto 
hat, v2 - P 

CONSULT YOUR INSURANCE AGENT OR BROKER 
alar. AS YOU WOULD YOUR DOCTOR OR LAWYER 
yusine 
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Put Harter’s executive posture chair at 
the top of your Christmas shopping list, 
and give it to yourself! Nothing else 
you can buy will add so much to your 
comfort in the office. 


This chair helps you sit in erect and 
healthful posture. It eliminates backache 
and fatigue caused by poor posture. 

The deep seat and curved-to-fit back rest 
are quickly and easily adjustable to your 
own measurements. Thick cushions of 
soft foam rubber provide restful, resilient 
support. Luxurious and long-wearing 
mohair fabric upholstery comes in many 
attractive deep-tone and pastel colors. 


a Ask your Harter dealer to install a posture 
LI Q D Cc ip chair on trial—without cost or obligation. 
in ni Nn T _ Nn Ask him, too, for a free trial of a 
Seacareon saa Ycoae ibeomas stenographic model for your secretary. 
POSTURE CHAIRS - STEEL CHAIRS Harter makes a complete line of posture 
chairs for all office workers. 


: FREE BOOKLET: Write for a copy of “Posture Seating Makes Sense.” This booklet 
i explains in detail the comfort and efficiency benefits of Harter posture chairs. It’s yours 
for the asking. Write today to Harter Corporation, 412 Prairie Avenue, Sturgis, Michigan. 








PENSIONS 


Our new brochure ‘‘Planning a 








Successful Retirement Program 


a a successPee for Your Company’’ explains how 








PLANNIN 
- Marsh & McLennan can assist you 
- otiyement Fg in designing or revising a pension 
es plan. Our service is built upon years 






NY : : : : 
wits of experience in helping solve retire- 


por YOURS 
ment problems for companies, large 
and small, in the various industries 
throughout the country. Write for 


a copy on your business letterhead. 


Marsu & McLENNAN 


INCORPORATED 
INSURANCE BROKERS e CONSULTING ACTUARIES 


Chicago New York SanFrancisco Minneapolis Detroit Boston Los Angeles Pittsburgh 
Seattle St.Louis St.Paul Duluth Indianapolis Portland Superior Washington 


Cleveland Buffalo Columbus Phoenix Vancouver Montreal Havana London 














Finance Week 


































$$$ 


and institutions, as well as to individual feted, ¢ 
An F bond bought for $74 is worth $109 _ rejet 
at maturity 12 years later. The Treasyyfihe was 
has sold 4.6 billion dollars’ worth of pihytoot 
bonds since 1941, and a billion dolly lif To re 
worth has been redeemed. ie, ther 

G bonds are a favorite with biggerfesent 
investors. These are 12-year bonds Mecut tc 
priced at face value. Interest at 2.5 perfesists 
cent is paid semiannually. A G bond canfilader t 
be redeemed before maturity, but only gfhuby bi 
a discount, so that the owner does notfbming 
realize the full 2.5 per cent interest yp.fihese mi 
less he holds his bond until it matures fyns, ex 
In eight years, the Treasury has sold 20,49 Latest 
billion dollars’ worth of G_ bonds, andfall” th 


only 2.6 billions have been cashed jn,fie Trea 
Who owns the bonds is hard tof, chair 
determine. However, there are somesn Co. 


ockhol 
op issu: 
(fr. Sn 
gues th 


clues that point to an answer. 
F and G bonds are held pretty largely 
by individuals of means, by busines 
concerns, by associations, by insurance 
companies and by banks. cash i 
E bonds are widely held by individuals At the 
at all levels of income. Official surveysifestions 
show that, in early 1949, about 45 perfifering 
cent of families had at least one membergy raisin 
still owning some bonds, as against 4Sierms m 
per cent in early 1948. Treasury estimateg&erms, it 
individual owners at about 80 million. hehind n 
In the first nine months of 1949, salegffreasury 
showed a substantial increase over 194§Mow th 
in the lower denominations of E bonds Savin 
$25, $50, $100 and $200. There was ae argu 
decrease in sales of $500 and $1,00Mbout the 
bonds, the ones that are sold almost enjhg effort 
tirely to higher-income people. This leadgfill be ai 
Treasury officials to believe that peopléfrate inc: 
of moderate incomes account for muclife the p 




































of the current rise in total E-bond salesfn new 

Workers, more and more, are buying§eping | 
through pay-roll-savings plans. Thesqome pec 
plans, now in effect in more than 20,00QRvings b 
business concerns, account for an esti 
mated 40 per cent of E-bond sales. 

These and other signs indicate that a>World 
kinds of people, big and little, are amongfie 100 : 
the owners of the 55 billion dollars’ wortifonds it ; 
of savings bonds outstanding. ith a se 

The argument about savings bondgtyears. 
is many sided. It involves the interesqurent st 
paid on savings bonds, the cost of selling effecti 


k pay 
Call pr 
ims of 
en abo 
these | 


them, the amount sold to high-inco 
people, and the advisability of carryin 
a growing portion of the debt in the fon 
of securities that are cashable on demand 

Interest on savings bonds runs consid 
erably higher than the average cost offals thi 
carrying the debt. This raises the questiog puttin 
of whether the Government ought to bgarket. ( 
promoting savings-bond sales. Mr. Snyftial iss 
der thinks it is worth the extra cost, bamokers « 
cause of good debt policy to spread owmle Ban! 
ership widely among the general public.fpremit 

In the Budget Bureau, some officials If this 
cently discussed a cut in appropriatiomfnned, 
for the Treasury’s Savings Bond Divisio#W-mon 
in the coming fiscal year. Treasury olgeted al 
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ndividuak feted, and Budget Director Frank Pace, 
vorth $109. rejected the cut. One part of the is- 
é Treasury fie was Whether the Treasury was spend- 
orth of Pig too much to sell bonds to the wealthy. 
on dolla’ To reduce buying by high-income peo- 
». there have been suggestions that the 
ith biggerfesent $10,000 annual limit on E bonds 
ar bonds ffecut to $5,000. The Treasury, however, 
at 2.5 perlfsists any change that might make it 
- bond canfarder to keep total sales up. The old 
Dut Only atfMuby bonds,” prewar savings issues, are 
does notfbming due now in such volume that 
iterest up-MMhese maturities, when added to redemp- 
t matures.Mons, exceed current sales. 
; sold 20.44% Latest warning about the danger of the 
onds, andifall” that savings-bond owners have on 
-ashed in,fhe Treasury comes from J. Stewart Bak- 
s hard to chairman of the Bank of the Manhat- 
Co. He declared in a report to 
ockholders that the Treasury should 
ty largelyftop issuing redeemable bonds. However, 
businesiiir. Snyder, citing past experience, 
insurancel™rgues that there is no likelihood of a rush 
cash in savings bonds. 
idividualsf At the other extreme, there are sug- 
1 surveysfestions that the Treasury “sweeten” the 
it 45 perfifering to buvers of new savings bonds 
> membenpy raising interest rates or by making the 
gainst 48erms more attractive. Without better 
estimateggerms, it is argued, sales will fall far 
iillion, fehind maturities in the next few years. 
)49, saledifreasury fears that such a change would 





are some’ 


ver 194%fow the whole program out of gear. 
| bonds-§ Savings-bond buyers, despite all 
re was ame arguing, probably will keep getting 


1 $1,000Mbout the same terms they get now. Sell- 
Imost enfg efforts will be stepped up. Campaigns 
“his leadgfill be aimed primarily at people of mod- 
it. peoplafrate incomes. Treasury view is that these 
or mucifie the people who must be sold, not only 
nd salen new bonds but also on the idea of 
e buyingfeeping the ones they now own. High-in- 
Thesqome people, Treasury believes, will buy 
n 20, Frings bonds without any pressure. ; 
an esti 
les. 
» that alWorld Bank is making plans to call 
e among 100 million dollars’ worth of 10-year 
rs wortifonds it issued in 1947 and replace them 
ith a serial issue repayable over a period 
ss bondfftyears. Idea is to take advantage of the 
interesgurent strong bond market and get a low- 
of sellingfeffective rate than the 2% per cent the 
1-incom@ank pays on its present 10-year bonds. 
carrying Call price, as provided by the original 
the fonm#ms of the bond, is 101. That also has 
Jemandgen about the level of the market price 
; consid these bonds in recent weeks. Bank of- 
cost @ials think the call figure has the effect 
questiog putting a ceiling on the price in the 
ht to b@aket. Current plan is to sell the new 
fr. Snyfial issue to investment bankers and 
ost, bafokers on a competitive-bidding basis. 
ad owmfie Bank expects the bonds to be taken 
public.f premium prices, 
cialsrq@lf this refunding operation goes as 
yriatiomanned, the stage will be set for the next 
Divisiag#W-money issue of the World Bank, ex- 
ury olcted about mid-1950. 
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scrapers 
w on 
lroad 


Steel for a skyscraper starts a long 
way from the site of the building— 
in ore pits, in mines and quarries, on 
railroad cars. The skyscraper itself 
begins to take shape on the railroad 
siding of a fabricating plant, as each 
numbered piece of steel is loaded on 
cars for delivery at the building site 
in its proper order for use. 

This is but one example of the 
services of railroads—the one form 
of transportation which stands ready 
to move anything movable, for any 
shipper, in any quantity, in any sea- 
son of the year, and anywhere the 
rails run. 

This true common carrier service 
of the railroads is basic to our Ameri- 
can economy—to our daily lives. To 
improve their service, the railroads 
have spent, just since the end of the 
war, nearly four billion dollars for 
new cars and locomotives, and for 
improvements to the highways of 
steel on which the trains run. 

The more freight that is moved 
over these highways of steel, the 
lower will be the true cost of trans- 
portation —and the less will be the 
strain, burden, and congestion on 


the public highways. 


WASHINGTON 6, D.C. ov) 


Listen to THE RAILROAD HOUR every Monday evening on NBC, 
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Send This Issue 
To Your Friends 
.-.» WITHOUT CHARGE 
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We'we Been Asked: 
HOW TO SET UP A PENSION PLAN 


Employers need to realize in this pe- 
riod of demands for pension plans that 
setting up such a plan is not always sim- 
ple. That’s because a pension setup must 
have approval of the Treasury before an 
employer can take an income tax deduc- 
tion for his payments into a pension fund. 
The Treasury’s views on what is and is 
not a proper plan, for tax purposes, are 
rigid and sometimes complicated. 

To get approval of the Treasury, a 
pension plan must meet certain standards. 
It must not discriminate in favor of special 
groups of employes. The mere fact that a 
union and an employer agree in collective 
bargaining on terms of pensions does not 
necessarily mean that the terms will be 
accepted by the Treasury. Furthermore, 
a plan cannot easily be dropped after a 
few years because it proves too costly. 


Can payments into a pension plan be 
deducted automatically from an 
employer's taxable income? 

No. An employer usually can deduct from 

his taxable income only the money paid 

into a plan that wins prior approval of 
the Treasury. A deduction is allowed as 

a business expense, provided certain con- 

ditions are met. 


What standards does the Treasury 
impose before pension costs can 
be deducted? 

First of all, there must be a binding agree- 

ment, in writing, to maintain the plan for 

the exclusive benefit of employes or their 
beneficiaries. The trust fund and income 
cannot be used for any other purpose. 

The plan must be on a permanent basis. 

And it cannot be rigged in favor of of- 

ficers, stockholders, supervisors or highly 

paid employes. 


Must all employes be covered? 

No. A plan can cover only a percentage 
of the employes as long as there is no 
discrimination in favor of higher-ranking 
employes. Under one formula, about 56 
per cent of the employes usually must be 
covered. But that is not a hard and fast 
rule. In some cases, approval has been 
given to plans covering as few as 10 per 
cent of a company’s employes. 


Can one employer have several 
plans? 
Yes. There can be, for example, one plan 
for male workers and another for fe- 
male. Or there can be a plan for union 
employes and another for unorganized 
workers. A company with several plants 
can have a different pension system 
for each plant. Pension arrangements 


also have been approved where only 


workers earning more than $3,000 a year 
were covered, at which point Social §@ 
curity benefits end. But these plans myg 
be “integrated” with Social Security pay. 
ments, so that employes earning mop 
than $3,000 will not receive benefits thy 
are out of line with benefits of thos 
covered only by Social Security pensions 


Can new employes be excluded from 
a plan? 

They can. Pension programs can @& 

clude those who have been employed fy 

less than five years, as well as those who 

do not work full time. 


Must an employer make regular pay. 
ments to a plan? 

Yes, if he is to get a tax exemption for 
his contributions. Treasury rules are that 
an employer cannot take a tax deduction 
for only occasional payments into a pep 
sion plan. This stand was recently upheld 
by a Tax Court ruling. 


Is an employer's contribution limited? 
It is. There are several formulas for figu:- 
ing how much an employer can pay int 
a plan in one year and get a tax dedue. 
tion for it. 


How is Treasury approval obtained? 
A detailed plan must be submitted to the 
Pension Trust Division, Bureau of In. 
ternal Revenue, Washington 25, D. C 
This Division passes the proposal to the 
local Internal Revenue Agency Divisio 
for approval or disapproval. 


Can a plan ever be terminated? 
Sometimes, But that can be done only be- 
cause of business necessity. That does not 
mean, however, that an employer can 
drop a pension plan merely because he 
has several bad years of losses. Some 
plans are terminated because of bank- 
ruptcy or because a company goes out 
of business. But the BIR usually is slow 
to approve the discontinuance of plans 
And back taxes might be collected if it 
were shown that a plan was set up and 
operated in bad faith. 


Can a plan be amended? 

Yes. But approval must be obtained from 
the Treasury to keep the tax-exemptio 
status for an amended pension plat. 
Where an amendment is proposed, the 
Treasury will want to know what effect 
that would have on an employer’s liability 
and the future benefits of employes. Here. 
too, BIR officials will want to be sure that 
an amendment is not being made to dis 
criminate in favor of higher-paid em 
ployes or officers or stockholders. 
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Order department in warehouse of Hibbard, 
Spencer, Bartlett & Co., nationally famous 


hardware wholesalers. Completely air-con- 
ditioned; all windows glazed with Thermopane, 
Designed by Engineering Systems, Chicago. 


How to Build Sales 
WITH BUILDING COMFORT 


sound deadener, too, Thermopane minimizes dis- 


Designed to build sales by filling and shipping 
orders in six hours, the new Hibbard, Spencer, 
Bartlett & Co. warehouse in Evanston, IIl., is a 
model of good planning. 

The efficiency starts in the order department, 
which is air conditioned and where every window 
is glazed 
Result? 


provide ideal working conditions for employes. 


with Thermopane* insulating glass. 


Kfficient heating and air conditioning 


Winter and summer, every order clerk has 
plenty of light. Even up close to the windows 
there are no annoying drafts. Thermopane. a 
thermal insulator, ensures efficient, controlled 
room temperature—with virtual freedom from 


condensation on the windows in winter. Being a 


FOR BETTER VISION SPECIFY THERMOPANE 0 





MADE WITH POLISHED PLATE GLASS I 








tractions from street noises and provides quiet 


working conditions. 

To adapt these ad- 
vantages to your needs, 
let us give vou the full 
facts on Thermopane— 
the modern, cost-saving 
windowpane for offices, 
schools, hospitals. plants, 
stores and commercial 
buildings. Call your near- 
est Libbey-Owens:-Ford 
Glass Distributor or write 


us direct. *® 










Two Panes of Glass 
Blanket of Dry Air 


Bondermetic 
Seal 
Metal-to-Glass) 





Cutaway view of Thermopane 


Tei ore MADE ONLY BY LIBBEY OWENS-FORD GLASS COMPANY 


32129 Nicholas Building, Toledo 3, Ohio 








Survey 


your 


heoure-work 


COSTS 


=a” The NEW FRIDEN... 


An ge \\\y sets the standard of 


> figure-work production 


_ 





Friden Mechanical and Instructional 
Service is available in approximately 250 
Company Controlled Sales Agencies 


throughout the United States and Canada. 


You'll really be amazed at the many 


* new operating features of the u/tra- 


matic FRIDEN. Best of all, you 
will find that this fully automatic 
calculator CUTS your COSTS and 
sets a new standard of efficiency and 
economy in figure-work production. 
How much will the new FRIDEN 
save you? Just ask your local Friden 
representative. Without obligation 
he will come to your office... survey 
your present methods...and on your 
own work... prove the substantial 
savings that result from using the 
new FRIDEN. 





me DEN CALCULATING MACHINE CO., INC. 


HOME OFFICE AND PLANT 
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YOU CANNOT count on the \), 

tional Labor Relations Board’s Citing 
a union for unfair labor Practices i 
cause, of strike disorders some distan 
from a picket line. The Board finds that 
a union was not responsible for an attag 
by strikers on a company foreman and a, 
other employe several miles from th 
scene of picketing. No proof was givey 
that union officers knew of the incidey 


* * * 


YOU CAN, as an employer, song. 

times get the courts to stop a unin 
from picketing your business in a mow 
to force you to hire only union workers 
Such picketing against employment 
nonunion waiters and bartenders jis helj 
to be for illegal purposes by a Stat 
Court, which issues a permanent p 
straining order. No strike or lockout wa 
involved. 


* * * 


YOU CAN, as operator of a small 

business, probably count on getting 
a military procurement contract if you 
competitive bid is the same as that of a 
low-bidding large firm. A policy of favor- 
ing small concerns in tie bids is explained 
by the Comptroller General in a letter to 
a Congressional committee. 


YOU CANNOT expect the U.S. Ta 

Court to rule on who is entitled tv 
receive a refund of an overpayment of a 
estate tax. The court decides in on 
disputed case that it will determine 
whether there was an overpayment 
estate tax, and the amount, but that i 
has no authority to say who gets the 
refund. 


YOU CAN, as a principal stock 

holder in a corporation, probably 
treat as a capital gain your profit from 
sale of shares to the company to enable 
its employes to acquire some of the stock 
at a fixed price. This ruling is handed 
down by a circuit court of appeals, whieh 
overrules the claim of the Commissioner 
of Internal Revenue that the transaction 
resulted in a taxable dividend. 


* * * 


YOU CANNOT, as an employer, fil 

to increase on the first payday i 
1950 the amounts that you  withholi 
from the pay of your employes fa 
Social Security coverage. The Treasul 
formally notifies employers that this ta 
rate on wages for each employe, as wel 
as for each employer, will rise from | t 


% per cent after December 31. Emfpgg 
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What you as a businessman CAN 
and CANNOT do asa result of federal 
court and administrative decisions: 


ployers also are told of changes in rules 
on reporting and depositing taxes with- 
held from employes. 


* * * 


my YOU CAN now disregard former re- 

strictions by the Government on im- 
ports, distribution and inventories of pig 
fin. These controls are dropped by the 
Commerce Department, which retains 
only certain reporting requirements for 
this item. 


* * * 


YOU CAN, as an investor in a Mar- 
shall Plan country, perhaps get more 
of your profits turned into U.S. dollars. 
The Economic Co-operation Administra- 
tion announces a new policy under which 
such investors may convert into dollars 
additional profits based upon unique pro- 
duction techniques and processes. 


* * * 


YOU CANNOT count on recognition 

by the courts that a summons in a 
damage suit has been served on a na- 
tional union when the paper is delivered 
only to an official of one of the union’s 
locals. A federal district court rules that 
the local union in one case is not the 
agent of its national organization under 
that union’s constitution. Service of the 
summons of an official of the local is 
declared to be improper. 


* * * 


YOU CANNOT expect NLRB to 

stop a union from picketing your 
plant in a dispute over differentials in 
wages paid to members of rival unions 
in the same area. The Board finds that 
picketing under these circumstances 
does not involve a jurisdictional dispute 
and is not a violation of the Taft-Hartley 
Act. 


*¢ #2 


YOU CAN now get a detailed pam- 

phlet to help you make out your 
income tax return. A revised edition of 
the publication “Your Federal Income 
Tax” is issued by the Bureau of Internal 
Revenue. Copies may be obtained for 25 
cents each from the Superintendent of 
Documents, U.S. Printing Office, Wash- 
ington 25, D. C. 





Conclusions expressed in these paragraphs 
are based upon decisions and rulings of 
courts and Government bureaus. In making 
their decisions, courts and bureaus consider 
many facts which, for reasons of space, can- 
not be set forth in detail. U.S. News & 
Wortp REPorT, on written request, will 
refer interested readers to sources of this 
ic material. 
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Laas hao 


In California, you'll find an intriguing 
pattern of gay, cosmopolitan life 
woven into a background of romance 
and adventure. It's a colorful land 
of varied scenic beauty. 













yNION 





PACIFIC 


| 


For modern rail travel 
at its finest, 
ride Union Pacific's 





"City of Los Angeles”’ 
"City of San Francisco”’ 
between Chicago and California. 


Pullmans and reserved Coach seats. 


For free, beautifully illustrated California and 
Pacific Northwest booklets, write Room 294, 
Union Pacific Railroad, Omaha 2, Nebr. 


UNION PACIFIC RAILROAD 
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INDICATORS OF BUSINESS ACTIVITY | 


The public is spending more freely as 
business activity draws near the 
level to which it had recovered in 
September, before the steel strike 
cut production and trade. 

Department-store sales jumped to 
291.9 on the seasonally adjusted 
indicator below in the week ended 
November 26 from 271.5 the pre- 
vious week and only 255.8 in the 
week before that. November sales, 
despite a poor start, will slightly 
exceed those of October. 

Christmas trade promises to climb 
sharply above the November rate. 
Insurance dividends of 2.8 billion 
dollars, to be paid to veterans be- 
ginning in January, will stimulate 
credit sales in December as veter- 
ans anticipate receipt of the money. 
The Government will mail about 1 
million checks per week, averaging 
$175 each, until 16 million veterans 
have been paid. As the top chart 
shows, personal income will bulge 
in the first half of 1950. 

Installment-credit sales, in a strong 
upward trend, will also tend to lift 
December trade. The outstanding 
amount of installment credit had 
risen to 10.2 billion dollars on No- 
vember 1, up 278 million dollars in 
a month. The October gain in credit 
arising from sale of autos, as well as 
other goods, was one of the largest 
since the war. 

Postponement of Christmas shopping 
by more people until after Thanks- 
giving is likely to help December 


(1935-39 = 100) 


Veterans’ insurance 

dividends paid 

Veterans’ terminal leave Ne 
bonds cashed 
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sales. That happened last year, 
when December sales, before ad- 
justment, rose 40 per cent above 
November, compared with a 30 per 
cent gain from November to De- 
cember, 1947. Before the war, De- 
cember sales often were 50 per cent 
above November. 

Production continues to recover. 

Steel operations were scheduled at 85 
per cent of capacity in the week 
ended December 3. That compares 
with 78 the previous week and 85 
in the final week of September— 
just before the steel strike began. 


Factory output climbed to 181 in the 
week ended November 26. It aver. 
aged 184 in September. 

Carloadings of manufactured goods 
were running only 13 per cent be. 
low a year ago, against 25 below 
during the steel strike. 

Business, twice bitten within two 
years by a faulty rate of inventory 
purchases, is now trying hard to 
match its rate of purchasing from 
suppliers with its rate of sales to 
customers. Purchases for inventory 
were excessive in 1948, then too 
small in first seven months of 1949, 

Inventories of manufacturers held at 
30.9 biilion dollars on November 1], 
almost unchanged from a month 
earlier. Wholesalers’ stocks rose only 
1 per cent over the same period, 

Department stores made a quick 
turnabout in their purchasing policy 
between September and October. In 
September, they placed with their 
suppliers the largest total of new 
orders on record. In October, as re- 
iail sales slowed, they cut new 
orders 23 per cent below September, 
18 per cent below a year ago. 

Commodity prices suggest that busi- 
ness purchasing recently has had a 
more normal relation to sales. Most 
prices have held steady. 

Factory output, if business inventories 
remain stable, will reflect the rate of 
spending by final users of goods. 
Improvement in retail sales now in 
prospect will contribute to a higher 
rate of factory output in 1950. 








| ] 
* ADJUSTED FOR SEASONAL VARIATION 
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Business Around the World 









WASHINGTON....PARIS....MONTEVIDEO.... 





>> Pressure by Economic Co-operation Administration for integrating Western 
European economy is to build up in weeks ahead. It's well to know the whys and 
wherefores of this plan for promoting trade among Marshall Plan countries. 

Integration really is a new self-help idea grafted on the Marshall Plan. 

Paul Hoffman, ECA chief, sees integration of Western Europe as the answer 
to a salesman's dream. Result would be a market of over 200 million people with 
few or no trade or currency barriers. Tradewise, it would be another U.S. 

Selling to neighboring countries would depend on price, not on trade con- 
trols. Competition would keep prices low. Big orders would produce low-unit 
costs. Worker efficiency would rise. Everybody would make more and buy more. 

But that's all just a by-product. Mr. Hoffman's real aim is to increase 
productive efficiency in Europe so much that European industry can once more earn 
its way in the world. For it's clear, as things are now, that Western Europe 
will not be able to stand on its own feet when the Marshall Plan ends. 

But, if integration is started now, Western Europe should be reaping some 
of the benefits by the time the Marshall Plan dollars run out in 1952. That's 
the way ECA planners have it figured out. But many roadblocks are in the way. 

Marshall Plan countries, seeing the difficulties, are for moving slowly. 

But the ECA, with its dollar bait, can force the pace. 























>> To broaden markets in Western Europe, ECA is pressing in these directions: 
Quotas on imports from neighbors must first be cut down, then removed 

entirely. This is the ECA's immediate objective. France, Belgium, Italy, Brit- 

ain, Switzerland have already made a start in that direction. If goods are 

to move freely within Western Europe-- 

Currencies, too, will have to move freely. Currencies will have to be 
convertible one into another within the group. Currency rates must be flexible. 
Tariff rates would also have to be lowered to stimulate European trade. 

This can't be done overnight. Belgium and the Netherlands have been trying to 

fix up a customs union for several years. So have France and Italy. 











>> Trade barriers won't disappear spontaneously. ECA's power to allocate 
dollar aid will be helpful in forcing action at first. But Marshall Plan aid 
won't last forever. Some other force must be built up to keep economic union in 
Western Europe alive. For benefits will not come soon or easily. 

A central authority will be needed to keep straying governments in line. 
This body would need real powers in the trade, credit and fiscal fields. 
National governments would have to bow to it. That won't be easy to arrange. 





(over) 
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BUSINESS AROUND THE WORLD-- (Continued) 


Opposition to economic union and open markets will come also from countries 
wishing to build up their self-sufficiency. Most European countries, for 
example, are growing all the food they can, whether it makes economic sense or 
not. Many of them want to build oil refineries, steel plants, even though in- 
ported oil and steel would be cheaper for them. Free markets would work havoc 
with nationalized industries, subsidy programs, all kinds of pet schemes. 

Cartels, seeking to carve up markets and keep prices high by limiting out- 
put, will not fit in very well with integration plans, either. 

Labor in industries closed down by free competition will not be happy, 
either. Unemployment and job shifting would follow European integration. 

Britain, with obligations to her Empire, would have difficulty fitting into 
a European economic union. Her foreign-exchange problems would multiply. 

All in all, trying to remake the economic face of Western Europe is going 
to keep Paul Hoffman pretty busy for months to come. 





>> Don't overlook the new commercial treaty between the U.S. and Uruguay. It 
has new rules of the game aimed at encouraging economic development and capital 
investment. Other treaties like it are in the works now with half a dozen 
countries. It's all part of the U.S. program to promote the flow of dollars to 
underdeveloped countries. 

The Uruguayan treaty has unusual features, welcomed by Uruguayans as well 
as American investors and American companies operating overseas: 

Impartial treatment is the keynote of the new treaty. 

Development opportunities of all kinds are open to Americans. In _ some 
countries, foreigners are not allowed to put capital into certain industries 
such as oil, hydroelectric development, airplane manufacture. 

Control of companies backed by American capital does not have to be Uru- 
guayan. Mexico, other countries require majority control by their nationals. 

Any commercial jobs in Uruguay may be filled by Americans. Many countries 
limit the jobs foreigners may take, especially at technical levels. 

Taxes cannot bear unduly on American as against Uruguayan firms. 

Property expropriated shall be paid for promptly and adequately. 

Any expropriation must be applied equally against Uruguayan as against 
American. Often foreigners are discriminated against, as in Mexican oil. 

Profits, dividends, salaries can be freely withdrawn in the form of 
dollars. This is the first U.S. treaty with such a provision. . But. <<. 

If pinched for dollars, Uruguay can apply exchange restrictions for a 
three-month period. After that, there would be consultation. This, obviously, 
is the weak point in the treaty, as far as American investors are concerned. 
But the point has never been covered at all in other treaties. 





























>> More treaties like this might spur the flow of private American capital 
overseas. But that's no foregone conclusion. American capital can earn a high 
return at home today and not risk uncertainties abroad. However, if the U.S. 
Government will guarantee conversion into dollars of profits earned abroad, far 
pastures might again look pretty green. 


>> Coffee investigation in the U.S. is slowing down the price rise in Brazil. 
Coffee prices there are still about 100 per cent higher than a year ago; not 400 
per cent higher as stated here last week. 
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THE VOICE OF RUSSIA: 
“WE DON’T WANT WAR’ 


Full Text of Speech Before the Moscow Soviet 
By G. M. Malenkov, Member of the Politburo 





EDITOR'S NOTE: Although addresses and state- 
ments by the President of the United States are not 
printed in full in Iron Curtain countries, U.S. News 
& World Report believes that the American people 
ought to read what the spokesmen for Russia are 
saying—if for no other reason than to reveal what 
freedom of the press in the United States really means. 
For as Justice Oliver Wendell Holmes once expressed 
it: freedom of speech 1s “freedom for the thought we 
hate.” 

Mr. Malenkov’s speech does not accurately inter- 
pret world conditions nor does it correctly describe 
economic affairs in the United States. But it does tell 





what leading Russians are thinking about. It reveals 
the attitude of the man who is likely to be Stalin's 
successor. 

For these reasons and because of its news value— 
no newspaper or newsmagazine.in this country has 
as yet printed the full text—the document is pre- 
sented exactly as it appeared in the Russian official 
newspapers. The translation was made by the Cur- 
rent Digest of the Soviet Press, a Washington publi- 
cation issued under the auspices of the American 
Council of Learned Societies and the Social Science 
Research Council through the Joint Committee on 
Slavic Studies. 








Comrapes: Today the peoples of the Soviet Union and our 
friends abroad are celebrating the 32d anniversary of the 
great October socialist revolution. 

The Soviet people view with just pride the results of their 
struggle and work. The time in which we are living, comrades, 
will go down in the history of our motherland as the great 
Stalinist epoch. 

Never before in the history of our motherland were the 
peoples inhabiting her vast space so closely knit. The national 
liscord and hatred among nationalities, prevalent before the 
revolution, has long ago been replaced in our country by 
friendship and fraternal co-operation of all peoples. The 
teative forces of large and small peoples have found an out- 
let in the great community of peoples of the Soviet Union. 
Never before in all her history has our motherland had such 
just and well laid out state frontiers. Look at the map. On the 
West, the Ukraine has gathered all its Ukrainian people into 
i single family. The historical injustice of the Belorussian and 
loldavian frontiers has been removed. On the West we no 
oger have East Prussia—that century-old springboard for in- 
sion of our motherland. Somewhat farther north, new 
rontiers have been quite firmly demarcated in the interests 
hf strengthening the defense of Leningrad. In the Far East, 
he ridge of the Kurile Islands now serves the interests of the 
ecurity of our fatherland, and Sakhalin, fully restored as a 
ira, unit, plays a greater role in the defense of the Soviet 
Inion than did half of the island. 
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Never before in all its history has our country been sur- 
rounded with neighboring countries so friendly to our state. 
On the borders of the Soviet Union, instead of a Polish state 
hostile to Russia, we now have a friendly people’s democracy 
of Poland; instead of a Czechoslovakia dismembered by Hit- 
lerites and only recently languishing under the yoke of the 
fascist invaders, we have a friendly people’s democracy of 
Czechoslovakia; instead of the former vassal of Hitler Ger- 
many—Hungary—we have a friendly Hungarian People’s Re- 
public; instead of a Rumania hostile to the Soviet Union, we 
have a friendly Rumanian People’s Republic; instead of the 
old Bulgaria, which was an adjunct of Hitler’s war machine, 
the Soviet Union has a loyal friend in the Bulgarian People’s 
Republic; the Polish, Czechoslovak, Hungarian, Rumanian 
and Bulgarian peoples are cemented with the peoples of the 
Soviet Union in eternal friendship; in the East the Soviet 
Union is bordered by the Mongolian People’s Republic, with 
which we are bound by long years of friendship; the young 
Korean- People’s Democratic Republic is our friendly neigh- 
bor; and, finally, instead of a China enslaved by the vultures 
of foreign capital, we now have in the East a great and friend- 
ly neighbor, the Free People’s Republic of China. (Stormy 
applause.) 

Greeting the 32d anniversary of the great October socialist 
revolution, the Soviet people are filled with firm confidence 
in the successes of our country’s further progress along the 
road to communism. In the tremendous contest between the 
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two systems—the system of socialism and the system of 
capitalism—the superiority of the socialist system is dis- 
tinctly apparent. 

Suffice it to recall that in the 32 years of its existence the 
Soviet Union has stood the test of two strenuous wars—the 
war of 1918-1920 against domestic and foreign enemies, and 
the great patriotic war of 1941-1945 against the Nazi invaders. 
On the other hand, we know that the United States of Amer- 
ica, the strongest country of capitalism, developed for more 
than 80 years virtually in the midst of peace, without anyone 
hindering the building of its economy. This is a circumstance 
of no little significance, which no one who wants to form an 
honest and objective judgment of the achievements of the 
socialist economic system should forget. 

Our people deeply believe in the righteousness of their 
cause. The Marxist-Leninist teaching, mastered by the masses, 
has become a tremendous force in the struggle for the victory 
of the new over the old, for the victory of socialism over 
capitalism. 


1. On the sure road to new victories 


We are on the sure road to new victories. 

The Soviet people are greeting the 32d anniversary of 
October with considerable successes in all branches of the 
socialist national economy and culture. 

Three years and ten months have elapsed since the Soviet 
people, led by the Bolshevist Party, proceeded to carry out 
the first Stalin postwar Five Year Plan. With a joyful sense of 
duty fulfilled, we can now say: our national economy has not 
only attained its prewar level but surpassed it. We have every 
reason to believe that the first postwar Five Year Plan will be 
completed ahead of time. 

In accordance with the Five Year Plan, the total volume 
of industrial output in the U.S.S.R. in 1950 was to exceed the 
output of prewar 1940 by 48 per cent. In October of this year 
gross industrial output was over 50 per cent above the aver- 
age monthly output of 1940. (Applause.) Consequently, the 
industry of the U.S.S.R. is now operating at a level consider- 
ably above prewar and at a higher level than was envisaged 
by the Five Year Plan for 1950. This is a tremendous triumph 
of our socialist construction. It is important to emphasize that 
as early as September, 1949, the prewar level of industrial 
output was reached in the areas of the country that suffered 
from enemy occupation. 

The measures taken by the Government for the better 
utilization of productive potential and for mobilization of inner 
resources of enterprises made it possible to increase the in- 
dustrial output assignments originally fixed by the 1949 plan. 
These increased plans are being overfulfilled quarter after 
quarter. The gross output of all the industry of the Soviet 
Union in the ten months of the present year increased 20 per 
cent over the corresponding figure of last year. Much coal and 
oil above plan have been obtained, as well as large supple- 
mentary quantities of metal, electric power, chemical products, 
timber and building materials, machine-building output and 
mass consumption commodities. 

The fulfillment of the postwar Five Year Plan is accom- 
panied by the development of new industrial construction. In 
the three years and nine months of the postwar Five Year Plan, 
more than 4,600 state-owned industrial plants, not counting 
co-operative and other small plants, have been either rebuilt 
or newly built and put into operation. 


RISING EFFICIENCY OF WORKERS 


The inexhaustible creative initiative of Soviet working peo- 
ple, who are displaying Bolshevist solicitude for the progress 
of the national economy of the country, tapped new resources 
hidden within our socialist industry. The labor productivity of 
workers in industry in nine months of 1949 increased 14 per 
cent in comparison with the corresponding period of last year; 
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the expenditure of raw materials, supplies, fuel and electric 
power per unit of production was reduced. The plan for thy 
lowering of production costs is being successfully carried oy 
Production cost of industrial output was reduced by 7,2 Der 
cent in nine months of 1949, in comparable prices. 

The popular patriotic movement for securing accumulation 
in excess of the program, started last year on the initiative g 
leading workers, has yielded great results. Thanks to the eggy. 
omies effected, industry has turned out additional products t 
a value of more than 20 billion rubles. 

Our socialist agriculture has also registered great achieve. 
ments. By 1948 the gross grain harvest all but attained th 
level of 1940. This year’s harvest exceeded the level of 1949 
The grain problem in our country has already been solved, ay 
further successes in this field have a solid foundation, Oy 
socialist agriculture possesses all the requisites for increasing 
the yield of grain and of technical and other crops from yey 
to year. 

The party and Government adopted a decree a vear ago m 
a plan for erosion control forestation, the introduction of gras 
crop rotation and the construction of ponds and reservoirs jy 
order to ensure high and stable harvests. This decree is bein; 
carried out successfully. Protective forest plantings alread 
cover an area of more than 500,000 hectares. An even greater 
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area has been prepared for forest plantings in 1950. 

The technological equipment of agriculture is increasing 
rapidly. Socialist industry is providing agriculture with mor 
and more machinery of various types each year. 

In 1949, agriculture is to receive 150,000 tractors, caley. 
lated in 15-h.p. units, 29,000 harvester combines, over 1,60(- 
000 tractor-drawn implements and other farm machinery. hn 
other words, agriculture will receive three or four times mor 
tractors and machines than in the prewar year of 1940. 


HIGHER OUTPUT OF MEAT 


The progress registered in grain production has made i 
possible to proceed to the elimination of the lag in animal 
husbandry—one of the most important branches of agriculture 
The advancement and thorough development of animal hus 
bandry is now the central task of the party and Government 
in the sphere of agriculture. 

The decree of the Central Committee of the Communist 
Party and the U.S.S.R. Council of Ministers on the Three Year 
Plan for the development of collective and state farm con 
munal productive animal husbandry in 1949-1951—a decree 
which was passed in April, 1949—is called upon to play a 
historic role in the realization of this task. This plan envisages 
a rapid upswing in animal husbandry which should increas 
in 1951 the output of meat, lard, butter, eggs, milk and other 
animal husbandry products for the supply of the country’ 
population to no less than 1.5 times in comparison with 194. 
The production. of wool, leather and other raw materials for 
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light industry is to be considerably increased. 

This decree, greeted with great satisfaction by collective 
and state farm workers, is being successfully implemented 
In 1948 the collective and state farms increased their totd 
head of cattle by 20 per cent, sheep by 13 per cent and hog 
by 72 per cent. 

Deliveries of grain and other agricultural products at 
being successfully completed at the present time. This ye# 
the collective and state farms delivered to the state 1% 
million poods [a pood is roughly 36 pounds] more gnil 
than in 1948. (Applause.) The deliveries of oil seed, sug 
beet, meat, milk and other agricultural produce are alt 
considerably larger. 

We have the right to say, therefore, that our industry a 
agriculture are on a new, mighty upswing. All this creates net 
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possibilities for the further improvement in the material asifnd Gov 
cultural living standard of the Soviet people. In contrast tipnd artis 
the capitalist system of economy, socialism is unthinkablnion ar 
without the daily concern of the state for the improvement dfdentified 
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he material welfare and the cultural standards of the working 
people. Herein lies the law of socialist development. 

Concerned with raising the living standard of the working 

_ the Government lowered prices of general consumers’ 
hoods after the currency reform and abolition of rationing, at 
the end of 1947. Asa result of this reduction, the population 
ined some 86 billion rubles in one year. 
Further progress in U.S.S.R. national economy, increase 
in output of general consumers commodities and new reduc- 
Kons in the cost of industrial output made it possible to carry 
it a second reduction in prices, put into effect March 1, 1949. 
From this price reduction in all sectors of retail trade the 
jopulation gained approximately an additional 71 billion 
ubles in the course of the year. 

The purchasing power of the ruble increased as a result 
bf the first and second stages in price reduction, and the ex- 
hange rate of the Soviet ruble improved in relation to foreign 
currencies. The real wages of the workers and intelligentsia in- 
creased and the expenditures of peasants on the purchase of 
industrial commodities were reduced. 

The Soviet people are not threatened by any “marshalliza- 
tion.” They are not threatened by the constant scourge of a 
lowering in the standard of living and reduction of real wages, 
such as is taking place in capitalist countries. The threat of 
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poverty and unemployment does not hang over Soviet people 
like the sword of Damocles. On the contrary, every worker in 
the land of the Soviets is paid for his labor according to his 
bility and has every opportunity to increase his standard of 
living. 

Large-scale housing construction is under way. In the three 
vears and nine months of the postwar Five Year Plan, state 
enterprises, institutions and local Soviets, as well as individuals 
aided by the state, built or rebuilt, in cities and workers’ settle- 
ments, houses with a total floor space of over 61 million square 
meters. In rural areas more than 2 million houses were re- 
stored or newly built in the same period. 

Considerable successes were achieved in science, culture 
ind the arts. 

The co-operation between science and production, between 
scientists on the one hand and outstanding workers, engineers, 
technicians, agronomists and collective farmers on the other— 
has undoubtedly increased recently. True science, closely) 
inked with life, pitilessly breaks away from all obsolete tradi- 
tions and does not tolerate inertia, routines and indifference to 
the seedlings of the new. Progressive science in socialist society 
boldly looks ahead. The socialist state creates the most favor- 
able conditions for the development of science. Soviet science 
opens boundless opportunities for utilization of the limitless 
resources of our motherland and faithtully serves [the cause 
f] strengthening her power and might. 


SCIENCE AS A FORCE FOR PEACE 


Soviet science works for the cause of peace and for the pros- 
perity of our country. In the hands of the imperialists atomic 
energy is a means for the production of lethal weapons, a 


cion. But in the hands of the Soviet people it can be and must 
be a mighty instrument of technical progress on a scale never 
vitnessed before, an instrument for the further rapid develop- 
ment of the productive forces of our country. 

The culture of the peoples of the U.S.S.R., national in form 
ind socialist in content, is developing together with the growth 
df the productive forces of our country. The Soviet people love 
ind cherish arts and belles lettres which truthfully portray, on 
he basis of the method of socialist realism, the rich, full- 
blooded life of our country and the intensive, self-sacrificing 
vork of Soviet people—the builders of communism. The party 
tnd Government manifest daily concern for the ideological 
tnd artistic growth of literature and the arts. In the Soviet 
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Inion art and literature serve the people and are closely 
dentified with them. 


DECEMBER 9, 1949 


The Soviet people are doing great creative work. In this 
connection it is notable that the advanced, the new and pro- 
gressive, are the leading elements on all fronts of our great 
socialist construction, in all branches of the national econ- 
omy, technology and science. This discloses the tremen- 
dous superiority of our system. It is our duty to continue 
to rely upon advanced [elements], to support them with all 
our might, to multiply and disseminate in every way pro- 
gressive innovations and positive examples of our work; we 
should conduct matters in such a way that all of us come 
up to the level of the attainments of innovators and out- 
standing Soviet people. 

Honest labor is highly valued and readily encouraged in the 
Soviet Union. It cannot be otherwise in a society in which the 
production relations are based not on the principles of ex- 
ploitation and rivalry, but on the principles of creative co- 
operation and socialist competition. 

The party and the Soviet Government make wide use of the 
system of rewards and bonuses for labor achievements and 
successes in all branches of economy and culture. In the period 
since the end of the patriotic war—from 1945 to 1949—more 
than 510,000 workers, collective farmers, scientists, engineers 
and technicians, office workers, doctors, teachers and other 
workers were awarded orders and medals of the U.S.S.R. for 
successes in industry, transportation, agriculture, science, cul- 
ture and the arts. During this same period, 4,800 workers of 
industry and leaders in agriculture were awarded the title of 
Hero of Socialist Labor, and 2,540 workers of science, tech- 
nology, art and literature received the distinguished title of 
Stalin Prize Winner. 


PROGRESS OF THE RUSSIAN ECONOMY 


The rapid development of the national economy and the 
Hourishing of socialist culture are evoking and will continue to 
evoke a new flow of creative energy, initiative and inventive- 
ness from workers, collective farmers and members of the in- 
telligentsia. Our state will continue to give due recognition 
to the merits of innovators in industry and agriculture, and to 
the services of workers of science and the arts who make im- 
portant contributions to the material and spiritual culture of 
our country and in this way add to its glory. 

Our successes are indisputable. But Comrade Stalin teaches 
us not to become conceited and rest on our laurels. Progress 
ends and stagnation inevitably sets in wherever there is con- 
ceit, complacency and egoism—wherever Bolshevist exacting- 
ness and self-criticism are absent. 

People tend to exaggerate and we still have comrades in our 
midst who sufter from this fault. When these people become 
enthusiastic about something, they inevitably do so to excess. 
They cannot correctly evaluate successes and at the same time 
note shortcomings in order to remove them. Yet our successes, 
the pace of our progress, depend to a tremendous extent on 
how resolutely we struggle against shortcomings in our work. 
The party teaches us to be uncompromising in our struggle 
against shortcomings. 

Our party teaches that it is necessary honestly to recognize 
our mistakes in order rapidly to correct them and not to repeat 
them in the future. But there are wretched administrators, 
however, who have assimilated only one part of this party 
directive. They constantly make mistakes’ ia their work, 
acknowledge them and then repeat them with a clear con- 
science. Is it not time to acknowledge, in the interest of our 
work, that such bootless administrators, so prolific in mistakes, 
are a brake upon our progress? 

In any undertaking, the art of administration consists first 
and foremost in foreseeing the difficulties and obstacles which 
might hinder or retard development; in directing timely ef- 
forts toward overcoming these difficulties and obstacles, so as 
to prevent standstills, remove the threat of stagnation and 
guarantee progress. 

One of the reasons for the successes of the party lies in the 
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fact that it expertly introduced into its work the method of 
criticism and self-criticism, correcting mistakes and in this way 
training cadres, 


ll. The Soviet Union stands for peace and 
defends the cause of peace 


Comrades! With respect to the main element of our foreign 
policy, we may say that, briefly, this main element is that the 
Soviet Union stands for peace and defends the cause of peace. 
(Prolonged applause.) The Soviet Union persistently pursues 
a policy of peace and friendship among peoples. We do not 
want war and will do everything possible to prevent it. 

The peaceful policy of the Soviet Union springs from the 
socialist system’s most fundamental principles and the interests 
of the Soviet people. Having completely abolished the cen- 
tury-old exploitation of man by man within our country, we 
have thereby eliminated those causes and sources which give 
rise in the capitalist world to a policy of exploiting and en- 
slaving other peoples. 

We created a model of fraternal co-operation among peoples 
of various races and nations, unprecedented in the history of 
mankind, and in this way eliminated once and for all the 
policy which bases the welfare of one state upon the oppres- 
sion of other states. A policy based primarily on suppression 
of the national sovereignty of other peoples is foreign to us. 

The socialist state has no need for foreign expansion. It 
needs no colonial seizure. The Soviet socialist system has 
eradicated the causes which engendered economic crises, from 
which the rulers of the capitalist world usually seek escape 
through military adventures. 

The imperialists put their trust in military adventures be- 
cause they are afraid of peaceful competition with socialism. 
But it is perfectly obvious that military adventures promise 
the imperialists nothing but catastrophe. 

The Soviet people are not afraid of peaceful competition 
with capitalism. Therefore they speak out against a new war 
and in defense of peace, although they firmly know and are 
absolutely convinced of their own indomitable strength. (Ap- 
plause.) 

Soviet people are fully conscious of their responsibility be- 
fore history. They proved this when they did not spare them- 
selves in defending their fatherland and all, progressive hu- 
manity from the fascist barbarians. They are proving it in the 
postwar years, when certain successors of the fascist barbar- 
ians are extending the bloody hand of a new war over the 
world. 

True to its unchanging peaceful policy, the Soviet Govern- 
ment during the whole of the postwar period has defended a 
program, the realization of which would seriously strengthen 
peace and international security. This program includes the 
co-operation of the great powers, reduction of armaments and 
unconditional outlawing of the atomic weapon. This program 
calls for the strict fulfillment of the Potsdam decisions on the 
German question, a peaceful settlement in Japan and a broad- 
ening of trade and economic relations among countries. 


OBSTACLES TO SOVIET ANTIWAR PLANS 


If this program is not being carried out, it is only because it 
does not suit the instigators of war. However, the Soviet Gov- 
ernment is not slackening its efforts in the struggle to 
strengthen peace. It again and again proposes the condem- 
nation of the preparation being conducted in certain countries, 
above all in the United States of America and in Britain, for 
a new war; unconditional outlawing of the atomic weapon; 
and establishment of suitable international control. 

The Soviet Government recently proposed that the five 
great powers—the United States of America, Great Britain, 
France, China and the Soviet Union—conclude a pact among 
themselves for the strengthening of peace. It is possible that 
the instigators of war will block this proposal. However, the 
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Soviet Union will continue in the future to wage the stry 
for peace with still more vigor. The Soviet people will spare 
neither effort nor labor to strengthen in every possible yj» 
the supporters of peace, to swell their ranks and to block the 
criminal plans of the aggressors. (Prolonged applause.) 

We are living in an epoch when the movement of the masse 
toward democracy and socialism is gaining strength each da 
We are living in an epoch when the camp of peace and demy. 
racy has become a mighty factor in the over-all world sity. 
tion. 

History knows no such mass movement as that mMOvemen 
united by the international camp of supporters of peace. Ther 
is not a single country where this movement does not haye , 
base of support and is not growing in breadth and in dept, 

As is known, a World Congress of Supporters of Peace tog 
place in Paris and Prague in April of this year. Five hundre 
and sixty-one national organizations, and 12 international x. 
sociations of participants in the movement for peace ap 
against the menace of a new war, took part in this congres 
A total of 600 million organized supporters of peace wer 
represented at the congress. 

This congress showed quite clearly that the world mov. 
ment of supporters of peace is based not upon pacifist ideolog 
which usually combines a verbal condemnation of war with 
total inaction, but upon a firm determination to struggle active. 
ly against warmongers and to block their insidious plans anj 
schemes. The Congress of Supporters of Peace called upm 
all peoples to struggle actively for peace. This appeal met the 
broadest response and support in all countries. The peoples 
have ceased to be passive, and are prepared to detend active. 
ly the cause of peace, because the horrors and sacrifices of the 
recent war are too fresh in their memory. 


GROWTH OF THE PEACE MOVEMENT 


The greatness and might of the world movement for peace 
rests in the fact that it unites under its banners hundreds of 
millions of people engaged in mental and physical labor, re 
gardless of their race, nationality and their religious and 
political views. 

The strength of the movement for peace also rests in the 
fact that it is developing on a solid organizational basis which 
is constantly growing stronger. It is known that national as 
sociations of supporters of peace’ have been created in almost 
every country of the world. Many of these have already co- 
ducted national congresses, quite impressive demonstrations 
of the will of the masses of the people to block the criminal 
schemes of the instigators of war. 

An All-Soviet Congress of Supporters of Peace was also held 
recently here in the Soviet Union. As could be expected, this 
congress showed that in our country the struggle for peace is 
not the business of any single part of Soviet society, but the 
business of literally all Soviet people without exception. lt 
showed that the policy of the Soviet Government is based a 
the unanimous will of the entire Soviet people. (Prolonged 
applause.) 

The union of the forces of the supporters of peace is taking 
place on an international as well as a national scale. In thi 
respect it is hard to overestimate the significance of the activit 
of such peace-supporting organizations as the World Federation 
of Trade Unions, which unites more than 70 million working 
people; the World Federation of Democratic Women, whict 
has 80 million members; the World Federation of Democrati 
Youth, which unites more than 60 million young workers 
peasants, office workers and students; the International Unio 
of Students, which has branches in 54 countries, and man} 
other democratic organizations uniting the supporters of peace 

The voices in defense of peace grow ever louder. The 
mighty movement of the masses against aggressors and war 
mongers and for national independence and peaceful © 
operation of peoples is continually expanding. The time is pas 
when the imperialists could prepare for war in deep secret) 
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and when war suddenly overtook the peoples, confronting 
them with the fait accompli of war already begun. 

The mighty movement of the supporters of peace testifies 
that the people represent a force capable of bridling aggres- 
sors. It is precisely in connection with the successes of the 
peace camp that the warmongers are growing more and more 
infuriated. The program of the main opponents of peace be- 
comes more obvious every day. This program proposes the 
creation, by means of violence and new wars, of a world 
American empire which, in scale, is to surpass all the world 
empires of conquerors that ever existed in history. It is nothing 
more nor less than a matter of converting the whole world 
into a colony of the American imperialists, of reducing sov- 
ereign peoples to the status of slaves. 

What is the difference between the crazy designs of this 
kind for the “Americanization” of all countries and continents 
and the mad plans of Hitler and Goering for the “German- 
ization,” first of all of Europe and then of the whole world? 
What is the difference between these designs and the no less 
crazy plans of Tanaka and Tojo for the subordination to the 
Japanese imperialists of the whole of Asia and the Pacific? In 
effect, the only difference is that the aggressive program of the 
instigators of a new war surpasses the plans of their German 
and Japanese predecessors taken together. 

Is it not true that the policy of preparation for a new war 
underlies the notorious “Marshall Plan”? It is known that the 
annual appropriations for so-called “aid” under the “Marshall 
Plan” to the countries of Western Europe amount to about 
4 billion dollars. And then it appears that the main Mar- 
shallized countries, under pressure from the United States of 
America, simultaneously spend more than 6 billion dollars 
annually on the armaments race, on a debauch of militarism. 
Thus, one of the main functions of the “Marshall Plan” actual- 
ly consists in ensuring the intensified militarization of the 
West European economy. 

It is perfectly clear that the North Atlantic Pact was created 
in 1949 precisely for these aims. This is a weapon of direct, 
outright preparation of a new imperialist war. 


‘ATOM DIPLOMACY’ OF THE WEST 


One of the most important component elements of the ag- 
gressive policy of the warmongers is so-called atom diplomacy, 
the adventurist nature of which has now been completely dis- 
closed. Indeed, this diplomacy was built on a totally false 
premise, on the supposition that the United States of America 
is the sole possessor of the atomic weapon. In reality, as is 
known, the Soviet Government made no secret of the fact that 
it possesses the atomic weapon. (Applause.) In 1947, the 
Soviet Government informed the world public that the secret 
of the atom bomb no longer existed. However, the maddened 
warmongers, having lost the sense of reality, still do not cease 
the notorious atom diplomacy. 

We do not want war and we shall do everything possible 
to avert it. But let no one imagine that we are intimidated by 
the fact that the warmongers are rattling their weapons. It 
is now not we, but the imperialists and aggressors who should 
fear war. (Stormy, prolonged applause.) 

What does historical experience tell us? 

It tells us that the first World War, unleashed by the im- 
perialists, led to the victory of the great October socialist 
revolution in our country. (Applause.) Historical experience 
further tells us that the second World War unleashed by the 
imperialists led to the establishment of people’s democratic 
regimes in a number of countries of Central and Southeast 
Europe, led to the victory of the great Chinese people. (Ap- 
plause.) 

Can there be anv doubt whatever that, if the imperialists 
unleash a third World War, this war will be the grave not only 
for individual capitalist states, but for the whole of world 
capitalism? (Stormy, prolonged applause.) 

Another thing should be borne in mind. The time has passed 
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when warmongers could deceive the American people with 
the claim that war would not entail heavy sacrifices for the 
American people, that sufficient cannon fodder for the war 
would be found in Europe and Asia. 

The American people are beginning to realize that the time 
has come now when the imperialists cannot merely use other 
people to fight for them. The American people are beginning 
to realize that if the instigators of war organize a new slaughter 
of mankind, the sorrow of mothers, wives, sisters and children 
will visit the American continent, too. And this is a terrible 
sorrow. The instigators of war will inevitably choke and be 
drowned in it. 


lll. The forces of democracy and 
socialism are triumphing 


Together with the growth and progress of the Soviet Union, 
the forces of democracy and socialism throughout the world 
are multiplying and growing stronger. 

The countries of people’s democracy in Central and South- 
eastern Europe—Czechoslovakia, Poland, Bulgaria, Hungary, 
Rumania and Albania—advanced along the path of socialist 
construction in 1949. The creative initiative of the masses has 
greatly developed in the countries of people’s democracy 
within a very short period of time. The people’s democratic 
republics have entered that stage of development in which a 
people, conscious of the joy of a free and independent life, 
feel that they are masters of the country and devote all their 
powers to the strengthening and rapid development of their 
motherland. 

Socialist industrialization of the national economy is being 
conducted at rapid tempos in the countries of people’s democ- 
racy on the basis of state plans. The prewar level of industrial 
output has been considerably surpassed. First steps have 
already been taken in the direction of socialist reconstruction 
of agriculture. The welfare of the people is improving. 

Only recently Poland, Czechoslovakia, Rumania, Bulgaria 
and Hungary belonged to that group of states from which 
there was a steady stream of emigration of working people. 
According to greatly minimized data, more than 3 million peo- 
ple emigrated from these countries in the period from 1920 to 
1939 alone. Now this ignominious page has been turned once 
and for all. Today people who had to leave their homeland in 
the past are returning and joining the ranks of active builders 
of communism. : 

The imperialists express their “disapproval” of the state 
system in the countries of people’s democracy. There is noth- 
ing surprising in this. It is unnatural to expect any other atti- 
tude from them toward countries where the people are in 
power, where national sovereignty is not a matter of purchase 
and sale. 

It would not be so bad if the imperialists limited themselves 
to this. They allow themselves to interfere unceremoniously 
in the internal affairs of the people’s democratic republics. 
They carry on criminal subversive work against these coun- 
tries, utilizing for this purpose first and foremost the espion- 
age-diversionist band of Yugoslav fascists. 


WHAT BUDAPEST TRIAL SHOWED 


The Budapest trial of the espionage center of Rajk [Laszlo 
Rajk, former Hungarian Foreign Minister] and his accomplices 
showed that the warmongers and their Yugoslav lackeys stop 
at nothing. They are trying to obstruct the historic rise of the 
people’s democratic republics, to prepare armed imperialist 
intervention against them and to convert them into their 
colonies. 

The Budapest trial demonstrated at the same time that the 
subversive plans of the imperialists against the countries of 
people’s democracy are suffering one failure after another. 
The Tito-Rankovic [Marshal Tito, head of Yugoslavia, and 
Alexander Rankovic, Yugoslavian Interior Minister] nationalist, 
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fascist clique has been thoroughly exposed as an espionage 
agency of imperialism, utilized by the imperialists for hostile 
operations against the Soviet Union and the countries of peo- 
ple’s democracy. This exposure struck a heavy blow at the 
intriguers of the imperialists. Now neither the masters them- 
selves nor their Yugoslav lackeys will succeed in camouflaging 
themselves, for the mask has been torn away, the insidious 
plans bared, the criminals caught at the scene of the crime. 
We can say to them: thus it will be in the future, too, for 
wherever free and independent peoples determine their own 
fate, the intrigues of the imperialists and their Yugoslav 
lackeys will suffer inevitable defeat. 

The creation of the German democratic peaceful republic 
is an exceptional triumph of the camp of peace and democracy. 
This is a fact of prime international significance. 

As Comrade Stalin pointed out in his greetings to Herr 
Wilhelm Pieck, the President of the German Democratic Re- 
public, and to Herr Otto Grotewohl, “the formation of the Ger- 
man democratic peaceful republic is a turning point in the 
history of Europe.” 

During the past 30 years Germany twice emerged in the 
world arena as an aggressive force and twice unleashed a 
bloody war, first, the first World War, and then the second 
World War. This happened because German imperialists, ag- 
gressor-invaders, stood at the helm of German policy. If now, 
with the formation of the German democratic peaceful re- 
public, the people’s democratic forces standing for a firm peace 
prevail in Germany, while the aggressor-invaders are isolated— 
this will signify a radical turning point in European history. 
There can be no doubt that, given the peaceful policy of the 
German Democratic Republic, together with the peaceful 
policy of the Soviet Union, which enjoys the sympathy and 
support of the peoples of Europe—the cause of peace in 
Europe can be considered ensured. 


SOLVING THE GERMAN QUESTION 


The process of unification and consolidation of the demo- 
cratic forces of the German people finds expression in the crea- 
tion of the German Democratic Republic. 

European and consequently international peace cannot be 
ensured without the correct solution of the German question. 
The German question cannot be solved unless German democ- 
racy takes the fate of its country into its own hands, unless it 
deprives the Ruhr magnates of their economic and political 
base, and unless it carries out radical democratic changes in 
the country. 

The establishment of the German Democratic Republic 
signifies that inside Germany there are already being created 
these most important prerequisites for a radical solution of the 
German problem on a democratic foundation. 

The democratic forces of the German people, guided by a 
feeling of responsibility for the future of their motherland, by 
a feeling of responsibility to the whole world, are taking the 
fate of their country in their hands. They have created a 
democratic republic and now are laying the foundation of a 
new, peace-loving Germany. 

This act corresponds to the basic national interests of the 
whole German people. It is in complete accord with the de- 
cisions of the Potsdam Conference. Al] peace-loving peoples 
greet the German Democratic Republic, extending it sym- 
pathy and active support in its honorable task. (Applause.) 

The victory of the Chinese people, who have thrown off 
their age-long yoke of feudal reaction and the foreign yoke 
of imperialism, has historic significance for strengthening the 
cause of peace. Lenin pointed out in 1923 that the outcome 
of the world struggle between capitalism and communism de- 
pends in the long run on the fact that Russia, India and China 
comprise the overwhelming majority of the population and 
that this majority of population is being drawn with ex- 
traordinary rapidity into the struggle for its liberation. With 
the victory of the Chinese people, the countries of people’s 
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democracy in Europe and Asia, together with the Soviet 
cialist power, total about 800 million people. One should alsy 
take into account the fact that in the capitalist countries them. 
selves and in their colonies there are hundreds of millions of 
working people fighting for peace and democracy. 

American imperialism counted on utilizing China as the 
chief base for its domination in Asia and the Pacific, as one 
of the decisive links in the encirclement of the Soviet Union, 
With this object the imperialists intended to transform Ching 
into an enormous colonial appendage to the American worl 
empire. According to far from complete data, the United States 
of America spent up to 6 billion dollars to strengthen the 
antipeople’s Kuomintang regime, to inflame civil war in China, 

As far back as 1925 Comrade Stalin said: “The forces of 
the revolutionary movement in China are incredible. They 
have not yet fully revealed themselves. They have yet to dis. 
close themselves in the future. The rulers of the East and Weg 
who do not see these forces and do not take full account of 
them will suffer for this. . . . Here truth and justice ar 
wholly on the side of the Chinese revolution. That is why we 
sympathize and will sympathize with the Chinese revolution 
in its struggle for the liberation of the Chinese people from 
the yoke of the imperialists and for the unification of China 
into one state. He who does not take this force into account 
and who does not take it into account in the future shall surely 
lose.” (Applause.) 

Life has completely confirmed Comrade Stalin’s prediction, 
The Chinese Communist Party, steeled in the fire of the na. 
tional liberation struggle, armed with the victorious teachings 
of Marxism-Leninism, is at the height of its historic mission. 
Under the experienced guidance of its leader, Mao Tse-tung 
(stormy applause), it has organized and rallied the workers, 
peasants, intelligentsia and all patriotic forces of the nation. It 
has created a powerful people’s liberation army which has 
smashed the Kuomintang hordes—hordes armed with Ameri- 
can equipment and actually directed by American staffs. The 
people’s revolution was immeasurably stronger than the re- 
actionary aggressive bloc of Chinese feudal lords and Amer:- 
can imperialists. 

The victory of Chinese democracy opens a new page in the 
history of not only the Chinese people, but all peoples of Asia 
oppressed by the imperialists. The national liberation struggle 
of the peoples of Asia, of the Pacific, of the entire colonial 
world, has risen to a new and considerably higher stage. The 
triumph of Chinese democracy means a great strengthening of 
the position of the world democratic anti-imperialist camp 
fighting for a lasting peace. 

Thus, we are entitled to say with confidence that the forces 
of democracy and socialism are growing, while the forces of 
capitalism and warmongers are suffering a loss. 


APPROACHING CRISIS IN U. S.? 


Comparing the state of affairs in the camp of socialism and 
in the camp of capitalism, we cannot overlook the following 
tremendous factor. While in the Soviet Union and the 
countries of people’s democracy the economy is con 
tinually developing and is on a constant upswing in the 
United States of America the signs of an approaching 
crisis are becoming more and more frequent. Government 
bureaus and some official economists in America are Ie 
sorting to all kinds of trickery in order to conceal the real 
state of affairs from the American people and the outside 
world. However, this campaign of artificial optimism con- 
vinces no one. On the contrary, it only intensifies the 
alarm of the American public, which well remembers that 
the unprecedented crisis of 1929-1933 broke out after 
just such reassuring assertions by President Hoover. 

The signs of an economic crisis cannot be concealed! Be- 
ginning with the autumn of last year, industrial production in 
the United States of America has been systematically falling. 
In July, 1949, it was only 65 per cent of the highest level 
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reached during the war years and was 18 per cent lower than 
in October, 1948. From October, 1948, through July, 1949, 
steel production dropped 28 per cent, general machine build- 
ing 21 per cent, nonferrous metal output 32 per cent, textile 
output 27 per cent. The small seasonal rise in the industrial 
production index in the United States in August and Septem- 
ber was replaced by an even greater drop in industrial produc- 
tion in October. According to official data the volume of 
industrial production of the United States in October was 
curtailed by more than 11 per cent. This means that the level 
of industrial production in the United States from October, 
1948, through October, 1949, dropped 22 per cent. 

If one compares the course of industrial production at the 
beginning of the economic crisis of 1929-1933 with the course 
of industrial production in 1948-1949, it appears that for the 
first year of the crisis of 1929-1933 the drop in industrial pro- 
duction was 15 per cent, while for the year beginning October, 
1948, it was 22 per cent. 

In spite of the fact that many monopolists prefer to curtail 
production rather than to lower prices, there are already in- 
stances of a drop in market quotations and wholesale prices 
for products of both light and heavy industry. Prices of in- 
dustrial stocks are vacillating and declining. Retail trade turn- 
over is shrinking. Inventories are growing. American exports 
have declined by 19 per cent from the first half of 1947, when 
they reached their highest level. 

According to official data the number of fully unemployed 
in the United States doubled last year and, together with the 
partly unemployed, not working a full week, they total more 
than 14 million. Indeed, as American trade unions affirm, the 
number of unemployed in the United States of America is 
considerably higher than shown by official statistics. 


DECLINE OF CAPITALIST EUROPE 


The singularity of the present American crisis consists, in- 
cidentally, in the fact that it is ripening in a situation in which 
the American monopolists have at their disposal almost the 
entire economy of the capitalist world. With the aid of the 
so-called “Marshall Plan” they are artificially disposing of 
goods which find no market within the country, and through 
the so-called armaments program for foreign states are arti- 
ficially satisfying a number of branches of industry. And what 
is the result? American ruling circles have in no way rescued 
the United States economy from the impending crisis. On the 
other hand, they have done all within their power to load the 
cost of this crisis on the shoulders of the Marshallized 
countries. In this connection one must bear in mind that, 
even without this, the economy of the capitalist coun- 
tries of Europe is in a state of decline. While the volume 
of industrial production in the Soviet Union has increased 
ninefold over the past 20 years, industrial production of 
capitalist Europe as a whole has remained at one and the 
same level for these 20 years. 

International economic relations in the capitalist world are 
in a state of profound disorganization. World trade is at 
a lower level than that which it attained more than 20 
years ago. Money circulation is characterized by inflation, 
a sharp fall in the purchasing power of money. The stand- 
ard of living of the masses of people continues to fall pre- 
cipitously. There are no less than 40 million unemployed 
and partly unemployed in the countries of the capitalist 
world today. 

Under these conditions the intensified offensive of the 
United States on the disorganized economy of the Mar- 
shallized countries is fraught with the most gloomy prospects 
for the latter. The devaluation recently carried out by almost 
all capitalist countries may serve as one of the most glaring 
examples of the economic aggression of American imperialism. 
Now that the monopolists have artificially depreciated their 
capitalist “partners’” national currencies in relation to the 
dollar, they intend to speed up the further investment of their 
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capital in the economy of Western Europe, as well as in 
colonial countries. This can mean on'y one thing—that Ameri- 
can monopolists now intend to acquire at bargain prices 
whole branches of industry in the countries of Western 
Europe and to acquire the colonies of the European countries 
likewise. At the same time devaluation represents a new of- 
fensive of American monopoly capital and its West European 
partners upon the standard of living of the masses of work- 
ing people. 

Consequently it can be said that the present-day world 
situation is developing in such a way that matters are not go- 
ing badly for the countries and peoples who are doing with- 
out so-called American “aid,” and we are certain that they 
will go even better in the future. (Applause.) In America it- 
self and in the countries which it is “helping,” things are de- 
teriorating more and more. 

In such a situation it is not surprising that the camp 
of imperialism is gripped with alarm, and the more un- 
inhibited in this camp are waxing frantic, displaying their 
malice and intensifying their subversive policy against the 
countries that do not wish to bend the knee before Ameri- 
can billionaires. 


* * * 


Comrades! Nearly a third of a century divides us from that 
memorable day when a new era opened in the history of man- 
kind over one sixth of the earth. 

Today we Soviet people recall with particular pride the 
historic deeds performed by our party and our people under 
the leadership of Lenin and Stalin. 

The great October socialist revolution lives and triumphs in 
the deeds of our glorious Bolshevist party, in the deeds of the 
heroic people of the Soviet land. In our progress along the 
path to communism our Communist Party is the leading, guid- 
ing force. The party rallies, inspires and organizes Soviet peo- 
ple, unites their efforts for attainment of a great goal—the 
creation of communist society. The party’s close ties with the 
people grow stronger day by day. Herein lies the source of 
the invincibility of the party and the might of the Soviet 
state. Our party represents a united, monolithic and inde- 
structible force, rallied as never before around the Central 
Committee, around Comrade Stalin. (Stormy, prolonged ap- 
plause, turning into an ovation.) This unity of the Bolshevist 
ranks always was, is and will be the fundamental bulwark of 
the party. (Applause.) 


HOW BOLSHEVISM TRIUMPHS 


The great October revolution, its ideas of struggle for 
peace among peoples, for the destruction of exploitation of 
man by man, for equality and friendship of peoples—lives and 
triumphs in the socialist construction developing in all the 
countries of people’s democracy, in the historic advance of 
the great Chinese people, in the creation and strengthening 
of the peaceful German Democratic Republic. 

The great October revolution lives and triumphs in the 
struggle carried on by the mighty front of supporters of peace, 
democracy and socialism against the forces of imperialist ag- 
gression, against the instigators of a new war. 

Let those doomed by history rage. The more they rage in 
the camp of the warmongers, the more calmness and firmness 
there must be in our camp of peace. Under the leadership of 
our inspired teacher and leader, Comrade Stalin, we con- 
fidently greet the morrow. (Stormy, lengthy applause.) We 
surely know: the victory of socialism and democracy through- 
out the world is inevitable. (Applause.) 

Long live the great October socialist revolution and its 
invincible banner! (Applause.) 

Long live our Communist Party! (Applause.) 

Long live peace throughout the world! (Long, stormy ap- 
plause. All rise. Shouts of “Long live Comrade Stalin!” “Glory 
to the great Stalin!” “Hurrah for the great Stalin!”). 
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—_— Whispers — 











Dollars for U.S. of Indonesia? . . . Cartels’ Revival 
In Europe . . . Tactics for Pushing Up Social Security 


President Truman called the hand of 
John Lewis in the latest strike show- 
down in coal. Mr. Truman was pre- 
pared to let a coal strike run beyond 
Christmas to the point of real emer- 
gency before invoking a Taft-Hartley 
injunction. John Lewis “broke” un- 
der that pressure and ordered a three- 
day week for miners. 


oR OR 


Gen. Hoyt Vandenberg, Air Force 
Chief of Staff, is running his own 
“Operation 23” with a group of prop- 
aganda specialists from the Air Force 
University gathered in Washington. 
Admiral Forrest Sherman, Chief of 
Naval Operations, has denied his 
service the right to tell its story to 
the public. 


x-f -& 


“Operation 23” of the Air Force pre- 
pared the attacks on the U.S. Navy 


being distributed under the signature 
of Gen. H. H. Arnold, wartime head 
of the Air Forces. It was the skilled 
use of propaganda techniques by the 
Air Force that caused the Navy to 
set up its “Operation 23,” now 
scuttled, as a countermove. 


x wk 


Francis Matthews, Secretary of the 
Navy, is joining the group of high 
officials who oppose President Tru- 
man in his view that Congress next 
year should raise taxes on incomes. 


kee 


Clark Clifford, the President’s No. 1 
ghost writer and legal counsel, really 
made up his mind to step out of his 
White House job when the President 
did not choose him to succeed Tom 
Clark as Attorney General. Mr. Clif- 
ford had aspired to that Cabinet post, 
which went to J. Howard McGrath. 


x*** 


President Truman is telling his aides 
to prepare to make a hard fight to get 
action on some form of state medi- 
cine from future sessions of Congress. 
The President is described as con- 
vinced that the idea of Government 
insurance to cover the cost of medical 
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care retains a powerful political ap- 
peal and will continue to hold that 
appeal despite counterattacks by the 
medical profession. 


x *& & 


The White House is going to try to 
force an expanded program for old- 
age insurance to a Senate vote if 
Senator Walter George of Georgia, 
Senate Finance Committee chairman, 
should seek to keep that legislation 
bottled up in his Committee. The 
President wants swift approval of a 
Social Security bill similar to that 
passed by the House. 


x kek 


Senator Clinton Anderson, of New 
Mexico, former Secretary of Afgricul- 
ture, is convinced that he can con- 
tinue to exercise more influence on 
U.S. farm policy, as it is shaped by 
Congress, than can Charles Bran- 
nan, present Secretary of Afgricul- 
ture. Senator Anderson doesn’t want 
the Democratic Party to get commit- 
ted in Congress to the Brannan plan, 
which would let farm prices fall and 
bolster farm income with bigger 
checks from the Treasury. 


x © -*& 


Senator Edwin C. Johnson (Dem.), 
of Colorado, was the real cause of a 
presidential order directing that se- 
crecy be tightened on all weapon 
phases of atomic energy. Mr. Tru- 
man was reported to have “hit the 
ceiling” when Senator Johnson told 
a television audience about some of 
this country’s secret atomic weapons. 


x kk 


Oscar Ewing, head of the Federal 
Security Agency, wants to run for 
Democratic nomination for the Gov- 
ernorship of New York if Mr. Tru- 
man will give him the nod. 


x kk 


Louis Johnson, Secretary of Defense, 
was using a play on words when he 
said that there would be no revival of 
a German Army. A rebuilt German 
military force this time is to be de- 
scribed as one segment of a European 


legion, not as an independent atmy. 
At first the Germans will be expecte 
to get a nationalized police force. 


xk * 


Averell Harriman, Special Represen. 
ative for the Marshall Plan in By. 
rope, is embarrassed by the wa 
French and German businessmen ap 
getting together. U.S. idea is tha 
Europe’s businessmen should com. 
pete, while these businessmen acty. 
ally are busy rebuilding cartels tp 
cut down on competition. 


x kk 


Philip Jessup, U.S. Ambassador at 
Large assigned to the United Nations, 
isn’t backing Nationalist China in the 
U.N. because he can’t get the votes 
to support a favorable stand. A ma- 
jority of U.N. members apparently 
see no point in blaming Ching’s 
troubles on Russia at this time. Its 
one of the few U.N. issues on which 
this country has lost out to Russia, 


x ** 


Dean Acheson, Secretary of State, is 
stumped by the problem of what to 
do about China and Formosa. Rus. 
sians who guide Chinese Communists 
in their moves have the U.S. policy 
makers trapped, accounting for in- 
creased irritability displayed by Se- 
retary Acheson when _ questioned 
about China. 


xk & 


Ernest Bevin, Britain’s Foreign Sec 
retary, is all set to recognize Com- 
munist China at the first favorable 
opportunity. Mr. Bevin expects most 
nations of Western Europe, all of the 
British dominions, including Canada, 
and some other nations to extend 
recognition at the same time. U.S 
and some Latin-American nation 
are to be the principal holdouts. 


xk 


U.S. of Indonesia, the new countty 
being carved out of the Dutch East 
Indies, is coming into line for a sub 
stantial loan from the Export-Impot 
Bank. Indonesians want 300 millio 
dollars and they are likely to get it 
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OUR Mobilgas dealerhasa stake 

in this tanker—and in a// facili- 
ties we own or charter. So do 46,400 
dealers and jobbers like him! 

For fine quality product, effictently 
supplied, competitive in price, is the 
very life-blood of ‘little’ business, any 
business. 

Here, in effect, our tanker is a 
cost-cutting tool for “‘little busi- 
ness’’— helping to keep gas and oil 
prices down, business volume up. 


The same thing is true of Socony- 
Vacuum’s modern laboratories 
—the advanced refining methods 
and equipment with which we 
work to produce the most product 
of highest quality at /owest cost. 

In short, your Mobilgas dealer— 
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—can offer the quality, price and 
other benefits you want—because 
of the efficient, integrated structure 
that supplies him. 
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